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ABSTRACT 



Through international comparisons, countries may come to 
recognize weaknesses in their own systems while identifying strengths that 
might otherwise be overlooked. The education indicators in this report also 
show whether variations in educational experiences within a country are 
unique or whether they njirror differences observed elsev/here. The 41 
indicators presented are the product of an ongoing process of conceptual 
development and data collection and represent the consensus of professional 
thinking on how to measure the current state of education internationally. 
Data are provided for 29 countries, members of the Organisation for Economic 
Cooperation and Development. The indicators are grouped into the following 
categories: (1) demographic, social, and economic context of education; (2) 

financial and human resources invested in education; (3) access to education, 
participation, and progression; (4) the learning environment and the 
organization of schools; (5) social and labor market outcomes of education; 

(6) student achievement; and (7) graduate output of educational institutions. 
Three appendixes present information on typical ages and reference years, 
basic reference statistics, and methodology and technical notes. For this 
report, new indicators have been designed to help policy makers improve the 
foundations for life-long learning. These indicators place greater emphasis 
on tertiary education, which is replacing secondary education internationally 
as the point of access to rewarding careers. Methodological advances have 
made the indicators more comparable, but the knowledge base on student and 
school outcomes needs to be expanded. (Contains 101 tables and 87 charts.) 
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INTRODUCTION 



The OECD education 
indicators 



The 1997 edition of 
Education at a Glance 



Improved measures examine 
investments in education and 
their returns. 



O 




Throughout OECD countries, governments are seeking effective policies for 
enhancing economic productivity through education, employing incentives to 
promote the efficiency of the administration of schooling, and searching for 
additional resources to meet increasing demands for education. 

To inform the process of policy formation and to reinforce the public account- 
ability of education systems, the OECD continually seeks to develop indica- 
tors that can provide an insight into the comparative functioning of education 
systems - focusing on human and financial resources invested in education 
and on returns to these investments. 

A quantitative description of the functioning of education systems can 
enable countries to see themselves in the light of other countries' perform- 
ances. Through international comparisons, countries may come to recognise 
weaknesses in their own systems, while also identifying strengths which may 
otherwise be overlooked in the heat of domestic debate. The OECD educa- 
tion indicators also show whether variations in educational experiences within 
a country are unique or if they mirror differences observed elsewhere. 

The indicators presented here are the product of an ongoing process of 
conceptual development and data collection, the objective of which is to link 
a broad range of policy needs with the best data internationally available. 
Through extensive co-operation, Member countries and the OECD Secretariat 
are continually searching for a consensus in developing indicators that: 
i) express measures that are truly relevant to present policy debates, and 
thus give some genuine indication of performance relative to policy objec- 
tives and «) use data that can validly be compared and feasibly be collected 
across countries. 

The 1 997 edition of Education at a Glance - OECD Indicators provides a richer and 
more comparable and up-to-date array of indicators than ever before. The 41 
indicators that are included represent the consensus of professional thinking 
on how to measure the current state of education internationally. 

The thematic organisation of the volume and the background information 
accompanying the tables and charts make this publication a valuable 
resource for anyone interested in analysing education systems across coun- 
tries. 



New developments 



Education is an investment in human skills that can help foster economic 
growth and raise productivity, that can contribute to personal and social 
development and that has the potential to reduce social inequality. No equa- 
tion can fully describe these relationships, but several of the new or 
enhanced indicators included in this edition allow for a better understanding 
of the cost and nature of the investment on the one hand and of the benefits 
or returns to education on the other. 

On the investment side, the main expenditure indicator (B1 ) provides a more 
complete picture than previously of the structure of resources devoted to 
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New indicators have been 
designed to help policy-makers 
to improve the foundations for 
lifelong learning. 



The indicators give greater 
emphasis to tertiary education, 
which is now replacing 
secondary education as the 
focal point of access to 
rewarding careers. 
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education. It is supplemented by two new indicators (B2 and B3) describing 
how governments differ in how they finance education, in how financial 
resources are targeted, and in the incentives they offer students and their 
families. Moreover, the indicator of spending per student (B4) has been 
expanded to show the total expenditure over the course of the typical 
student’s studies, as well as annual expenditure per student. Investing in 
research and development activities is another way to try to improve aggre- 
gate productivity. A measure of the expenditure on research undertaken in 
non-instructional research centres and in private industry is included in Indi- 
cator B I . 

To respond to increasing public and government concern with the outcomes 
of education, more than one-third of the indicators in this edition have been 
devoted to individual and labour market outcomes of education. There is a 
more detailed picture than in the past of the relationship between education 
and earnings (E4, E5), including an estimate of the relative rates of return 
across levels of education. 

The effect of educational attainment on the labour force status of a typical 
person manifests itself not just at a single point in time, but over the entire 
life cycle. The number of years a person can expect to spend over the life 
cycle in employment, unemployment and out of the labour market (A3) now 
provides a long-term perspective on the relationship between educational 
attainment and labour force activity. 

A comprehensive picture of mathematics and science achievement of primary 
and lower secondary students (FI to F6) includes indicators of the relation- 
ship between students’ achievement and their socio-economic background, 
as well as their attitudes. 

As societies and economies have become more dependent on the production 
and use of knowledge, lifelong learning has become a central policy issue. 
This edition of Education at a Glance takes a first step towards reporting interna- 
tionally comparable data on lifelong learning and its impact on society and 
the economy. 

Indicators on participation in education (Cl, C3 and C4) have been expanded 
to cover not just the young, but all age groups. Indicator C5 includes an 
estimate of the expected number of years of tertiary education over the 
lifecycle. Indicator C7 provides more detailed information on the percentage 
of employed and unemployed persons who have participated in job-related 
or career-related continuing education and training. For selected countries 
this indicator also provides, for the first time, comparative measures on the 
intensity of continued education and training, as well as information on the 
providers and financial supporters of job-related training. 

Finally, the indicator on education and earnings (E4) has been expanded to 
reflect earnings not just at one point in time but also over the lifecycle. 

A more dynamic picture is being built up of who participates in tertiary 
education. A new indicator (C4) estimates the percentage of today’s school- 
leavers who will enter university-level education during the course of their 
lives, given current conditions. It also gives information on the demographic 
composition of those entering tertiary education. Other indicators give a more 
comprehensive picture of the pattern of participation (C5) and look at interna- 
tional student mobility among OECD countries and between OECD and non- 
OECD countries (C6). 

Rising demands for education require innovative strategies to mobilise new 
resources, improve efficiency and stimulate education systems to be respon- 
sive. The relevant indicators on financing (B3, B4) have therefore been rede- 
signed to provide new insights, including information on public subsidies to 
students and their families. Finally, student/teaching staff ratios have now 
also been calculated for the tertiary level of education (B8). 
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The coverage of the private 
sector has been improved. 



Enhanced indicators offer more 
insight into the learning 
environment and the 
organisation of schools. 



Trend data offer an insight into 
developments in the supply of 
and demand for learning 
opportunities. 



Methodological advances have 
made the indicators more 
comparable. 



Improved coverage throughout the volume of the private sector of education 
- with respect to both participation rates in institutions and sources of funds - 
provides a more complete picture of costs, resources and participation. 

Ongoing debates about teachers' salaries, professional status and time spent 
on instruction have sparked interest in comparative data on levels of teacher 
compensation, the amount of time teachers spend working, the number of 
classes they teach per day and the number of students in each class. 

The indicator on teacher compensation (Dl) has been expanded to the upper 
secondary level and now includes information on the criteria OECD countries 
use for salary increases. This indicator also offers insight into how structural 
characteristics of education systems, such as teachers’ salary levels, class 
sizes and teaching hours, translate into teaching costs per student. 

A new indicator (D2) has been introduced to describe the demographic 
composition and the years of teaching experience of mathematics teachers at 
the 8th-grade level. For the same group of teachers, there are also indicators 
on the way they spend their time outside the formal school day (D3) and on 
the size and organisation of their classes (D4, D5). Their students’ out-of- 
school experiences are also shown, in terms of how much time they spend on 
homework or other out-of-school study (D8). 

The premise that current education and training systems must adapt to new 
conditions is based on an analysis of broad shifts in OECD economies and 
societies. That analysis, as well as a review of options and strategies for 
change, must be informed by an understanding of how education and training 
systems have evolved. 

To this end, the 1997 edition of Education at a Glance complements its review of 
cross-sectional variation with a first set of trend indicators which examine how 
the demand for learning opportunities has evolved and who the main benefi- 
ciaries of public and private provision have been. Indicators show how the 
national resources invested in education (Bl) and the supply of learning 
opportunities (Cl) have evolved over time. But it is also possible to look 
ahead and calculate the future implications of today’s education systems. 
Even without further expansion, the proportion of the adult population who 
have attained educational qualifications at upper-secondary or higher levels 
is set steadily to rise (A2). 

In 1995, UNESCO, OECD and EUROSTAT introduced a new set of instruments 
through which they now jointly collect data on key aspects of education. The 
return on this collaboration, which was led by the OECD and carried out in 
close consultation with the OECD/INES Technical Group, has been substantial 
progress in the collection, organisation and quality of international education 
statistics as well as a reduction in the time taken to publish the indicators. 
The application of common definitions, the use of criteria for quality control, 
and improved data documentation have improved the international compara- 
bility of education statistics and led to an expansion of the knowledge base 
on which the OECD indicators on educational costs and resources, participa- 
tion and graduation are based. 

Furthermore, significant developments in methodology and new procedures 
for the treatment and reporting of data have enhanced the consistency and 
international comparability of the indicators. 



Finally, for many indicators a significantly larger number of countries are now 
providing data. 
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Future priorities 
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M ore information is required 
on education and training 
beyond initial schooling. 



The knowledge base on student 
and school outcomes needs to 
be expanded. 



Further methodological 
development is needed. 



The five editions of Education at a Glance have demonstrated that it is possible 
to produce a limited set of up-to-date and internationally comparable indica- 
tors on education. 

There are still deficiencies in the current management of comparative educa- 
tional data, however, and the progress accomplished thus far has made clear 
how much further improvement is needed in terms of the coverage, validity, 
comparability, accuracy and timeliness of the indicators. 

As economies can no longer rely solely on a gradual expansion of initial 
schooling to meet the demands for new and high-level skills, more and better 
information is needed on education and training beyond initial schooling, 
and on their impact on society and the economy. This will require develop- 
ment of data sources on enterprise-based training and continuing education 
and training for adults, as well as information on other forms of learning 
outside school. 

Changing information needs also call for an expansion of the knowledge base 
on outcomes of education, particularly student and school outcomes. Future 
data collection will have to go beyond diagnostic assessments of relative 
country performance and seek to identify those factors of education policy 
that influence performance. Some schools achieve higher standards than 
others even though they may operate under similar socio-economic condi- 
tions. Such schools may be well equipped or have good teachers who excel in 
their subject matter, know how to structure the material to be learned, 
demand much from their students, obtain systematic feedback from students 
on what objectives have been mastered, and give help to those who are 
having particular problems. Some schools may be particularly well managed 
or have principals who stimulate teachers through enthusiastic and creative 
leadership in teaching methodology and foster an educational and social 
climate conducive to learning. A significant expansion and analysis of the 
current knowledge base on student and school outcomes will be needed to 
explore these questions. 

Finally, further methodological development is needed. The diversity of edu- 
cation systems and differences in the structure of the governance of educa- 
tion provide a challenge for international educational comparisons. Even 
where data are reasonably accurate and adequate for the needs of national 
information systems, they may, nevertheless, be inadequate for certain types 
of international comparison. A number of significant comparability problems 
need to be resolved: 

- One major constraint for the comparability of international education 
indicators is the International Standard Classification of Education 
(ISCED). ISCED, in its present form, is ill adapted to current needs and 
imposes limitations on international comparisons of education statis- 
tics as well as on the analytical use and interpretation of the indicators. 
OECD is actively engaged in the development of a conceptually ade- 
quate and operational definition of the levels of education. 

- Although substantial progress has been made in reducing double- 
counting, problems remain in particular with the indicators on new 
entrants and graduates. For the statistics on tertiary graduates a con- 
sistent classification of tertiary qualifications will need to be devel- 
oped. It will also be important to develop better estimates of the 
number of transfers between different levels and types of tertiary 
education. 

- A consistent classification of types of educational programmes is not 
yet available. The current distinction between general and vocational 
programmes poses problems of validity, as it mainly draws on national 
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institutional structures and definitions, which differ significantly from 
country to country. 

- Most countries report data covering participation in educational pro- 
grammes outside the formal school sector only to a limited extent, 
even if the content of these programmes is similar to the content of 
ordinary school-based programmes. 

- Many countries cover educational expenditure by households and 
other private entities only partially in their data submissions. 

- Consistency has not been achieved in the coverage of expenditure for 
ancillary services, such as student lodgings, meals and transportation. 
There are also problems in comparing subsidies for students’ living 
expenses between countries. 

- Countries still differ in the extent to which they include research out- 
lays by educational institutions in their expenditure figures. Countries 
also differ in the degree to which research takes place in educational 
institutions or independent research institutes. 

- The methods for estimating full-time-equivalent participation have 
improved in recent years. However, the comparison of expenditure per 
tertiary student is still impaired by problems in defining and quanti- 
fying full-time-equivalent tertiary enrolment, particularly in countries 
which do not recognise the concept of part-time attendance. 
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A SELECTION OF INDICATORS 
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18.1 


9.6 


2.5 


1 1.7 


m 


0.8 




Netherlands 


4.9 


3.0 


3 010 


4 060 


8 540 


33 290 


35 340 


37 


m 


m 


m 


3.0 


16.9 


34 


2.1 




New Zealand 


m 


m 


2 570 


4 290 


8 020 


m 


22 750 


26 


22.7 


16.9 


m 


4.3 


16.0 


40 


25 




Norway 


m 


m 


m 


m 


m 


m 


21 120 


35 


9.5 


8.7 


10. 1 


2.8 


16.2 


25 


2.4 




Poland 




































m 


m 


m 


m 


m 


m 


m 


m 


m 


m 


m 


m 


m 


m 


m 




Portugal 


5.3 


m 


m 


m 


m 


m 


24 560 


36 


m 


m 


m 


2.8 


15.7 


m 


1.8 




Spain 


5.6 


14.6 


2 580 


3 270 


4 030 


18 310 


28 020 


31 


16.4 


14.5 


21.3 


3.8 


16.1 


m 


2.3 




Sweden 


6.7 


1.8 


5 030 


5 500 


12 820 


m 


20 310 


35 


12.3 


13.6 


m 


2.6 


15.8 


m 


1.8 




Switzerland 


m 


m 


5 860 


7 250 


15 850 


57 460 


50 400 


48 


15.7 


m 


21.5 


2.1 


15.4 


15 


1.4 




Turkey 


3.4 


2.2 


710 


510 


3 460 


m 


m 


m 


27.9 


23.7 


21.5 


1.0 


93 


16 


1.0 




UK 


m 


m 


3 360 


4 430 


7 600 


25 840 


m 


m 


21.9 


14.9 


a 


3.4 


15.3 


43 


2.0 




USA 


6.6 


25.5 


5 300 


6 680 


15 510 


m 


30 460 


32 


17.2 


16.5 


14.4 


30 


15.8 


52 






Country mean 


5.6 


12.7 


3 310 


4 340 


7 740 


28 870 


27 496 


36 


18.2 


14.4 


14.4 

i 


2.8 


15.2 


31 


„ l 


- 



Note: The student/teaching staff ratio is not the same as class size. 
* Mostly short first university programmes. 

" Mostly long first university programmes. 



Indicator 


Bl 


B2 


B4 


B4 


B4 


B4 


Dl 


Dl 


B8 


B8 


B8 


C2 


Cl 


C4 


C5 


Page 


51 


67 


92 


92 


92 


92 


199 


199 


125 


125 


125 


143 


133 


159 


166 



10 



O 

ERIC 
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A SELECTION OF INDICATORS 



Learning environment and organisation 
of schools 



Individual and labour market outcomes of education 



Percentage 
of 8th-grade 
students 



with 

mathematics 
teachers 
with more 
than 10 years 
of teaching 
r perience 


in 

mathematics 
dasses 
with 30 or 
fewer 
students 


m 


m 


m 


m 


m 


m 


68.0 


76.0 


79.0 


90.0- 


m 


m 


m 


m 


78.0 


97.0 


m 


m 


m 


m 


76.0 


94.0 


68.0 


100.0 


70.0 


80.0 


m 


m 


55.0 


4.0 


43.0 


3.0 


m 


m 


m 


m 


m 


m 


54.0 


79.0 


78.0 


99,0 


m 


m 


33.0 


92.0 


89.0 


61.0 


70.0 


97.0 


79.0 


100 0 


m 


m 


m 


m 


61.0 


83.0 


69.9 


82.3 



Eighth-grade 

mathematics 

students' 


Educational attainment 
of the adult population 
and current graduation rates 


Student achievement 


Index of earnings 
differentials, 
university 
to upper 
secondary 


reports on 


















the average 












Difference 






hours per day 


secondary 


Current 


Tertiary 


First-time 


IEA/TIMSS 


in 4th 






of out-of- 
school 
study time 


attainment 
or higher 
(25-64 year- 


upper 

secondary 

graduation 


attainment 
125-64 year- 
olds) 


university 

graduation 

rate 


4th-grade 

mathematics 

achievement 


and 8th-grade 
IEA/TIMSS 
mathematics 


Men 


Women 




olds) 










score 






m 


52.8 


m 


24.3 


34.0* 


546 


127 


162.9 


144.3 


m 


69.5 


m 


7.9 


9.6* * 


559 


138 


m 


m 


m 


53.5 


m 


24.6 


m 


m 


m 


m 


m 


2.2 


75.2 


71.7 


46.9 


31.0* 


532 


130 


, 149.6 


166.5 


1.8 


83.4 


78.0 


. m 


13.0** 


567 


.164 


153.5 


153.6 


m 


* 62.0 


81.3 


‘20.4 


28.3* 


m 


m 


137.6 


128.6 


m 


* 65.4 


102.3 


20.5 


20.7* * 


m 


m 


174.8 


168.9 


2.7 


68.4 


87.3 


18.6 


m 


m 


m 


180.0 


169.6 


m 


83.7 


88.0 


22.6 


1 5.7* * 


m 


m 


148.1 


165.5 


m 


42.5 


79.5 


17.4 


14.5** 


492 


161 


m 


m 


3.1 


m 


76.5 


m 


17.7* 


548 


175 


m 


m 


2.4 


m 


m 


m 


17.4* 


474 


148 


m 


m 


2.7 


47.2 


93.8 


19.9 


20.5* 


550 


149 


m 


m 


m 


54.9 


67.0 


m 


..11.5" 


. m 


m. . 


138.8 


120.0 


2.3 


m 


'94.1 


m 


23.1* 


597 


140 


m 


m 


2.5 


59.8 


85.4 


m 


23.3* 


611 


105 


m 


m 


m 


29.3 


m 


m 


m" 


m 


m 


m 


m 


m 


m 


25.7 


m 


11. 1" 


m 


m 


m 


m 


m 


61.2 


80.0 


m 


19.0" 


577 


150 


147.6 


159.9 


2.1 


59.1 


95.0 


25.3 


25.7* 


499 


147 


163.0 


146.2 


2.3 


81.2 


106.0 


28.6 


22.6* 


502 


150 


153.3 


146.8 


m 


73.7 


m 


13.1 


m 


m 


m 


m 


m 


3.0 


i 20.1 


m 


1 1.0 


14.9" 


475 


165 


176.3 


174.5 


3.6 1 


' 28.0 


72.9 


16.1 


24.0" 


m 


m 


m 


m 


2.3 I 


1 ' 74.7 


63.8 


28.3 


15.7* 


m 


m 


151.5 


138.0 


2.7 


82.2 


79.4 


21.1 


9.1" 


m 


m 


131.8 


161.4 


m 


23.0 


37.1 


m 


7.7* 


m 


m 


m 


m 


m 


75.9 


m 


21.5 


30.9’ 


m 


m 


162.1 


209.6 


2.3 


85.8 


75.8 


33.3 


32.0’ 


545 


113 


169.8 


186.1 


2.5 


59.7 

J 


79.6 


21.9 


20.3 


537 


144 


157.0 

1 


161.0 



Unemployment 
and education 



Unemployment 
rate of 
university 
graduates 
(25*64 year-olds) 



Ratio of 
unemployment 
rates, 
university 
to upper 
secondary 



3.3 
2.1 

3.6 

4.6 
0.7 

4.3 
6.2 

7.0 

4.7 

7.1 



0.5 

0.7 

0.5 

0.5 

0.3 

0.5 

0.4 

0.8 

0.6 

0.8 



m 

m 

3.4 

7.3 

m 

2.0 

0.6 



m 

m 

0.5 

0.9 

m 

1.2 

0.3 



m 


m 


4.1 


0.9 


2.6 


0.8 


1.7 


0.4 


2.8 


0.2 


3.3 


0.5 


13.8 


0.7 


4.2 


0.5 


2.6 


0.9 


3.3 


0.5 


3.5 


0.5 


2.5 


0.5 


4.0 


0.6 



Australia 

Austria 

Belgium 

Canada 

Czech Rep. 

Denmark 

Finland 

France 

Germany 

Greece 

Hungary 

Iceland 

Ireland 

Italy 

Japan 

Korea 

Luxembourg 

Mexico 

Netherlands 

New Zealand 

Norway 

Poland 

Portugal 

Spain 

Sweden 

Switzerland 

Turkey 

UK 

USA 

Country mean 



D2 


D4 


D7 


A2 


G1 


A 2 


G2 


FI 


F4 


E4 


E4 


E2 


E2 


213 


222 


234 


33 


319 


33 


326 


279 


303 


257 


257 


247 


247 
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A GUIDE TO THE 1997 INDICATORS 



A GUIDE TO THE 1997 INDICATORS 



This guide summarises key results and guides the reader through the 1997 
edition of Education at a Glance - OECD Indicators. The 41 indicators in this 
volume are organised in 7 chapters: 

- Chapter A: Demographic, social and economic context of education 

- Chapter B: Financial and human resources invested in education 

- Chapter C: Access to education, participation and progression 

- Chapter D: The learning environment and the organisation of schools 

- Chapter E: Social and labour market outcomes of education 

- Chapter F: Student achievement 

- Chapter G: Graduate output of educational institutions 

Three annexes provide basic demographic and financial statistics that can 
help the reader to set the indicators in their national contexts, as well as 
information on the coverage of the indicators and on methods, sources and 
the interpretation of national data. 



Chapter A: 



Oh average, 60 per cent 
of adults in OECD countries 
have completed upper 
secondary education... 



... but upper secondary 
education is now becoming the 
norm and the attainment gap 
between countries is closing. 



The proportion of the 
population aged 25 to 64 who 
have completed tertiary 
education ranges between 8 
and 47 per cent across 
L countries. 




Demographic, social and economic context 
of education 

In order to interpret differences in educational structures, processes and 
outcomes between countries, the conditions under which education systems 
operate need to be taken into account. Such conditions include the demand 
for education at the different levels and in the various sectors of education, as 
well as the structures of governance of education systems and the attainment 
profiles of different sections of the population. 

OECD countries differ widely in the levels of educational attainment of their 
populations. In some OECD countries, more than 80 per cent of the popula- 
tion aged 25 to 64 have completed at least upper secondary education, but 
that proportion is less than 50 per cent in Greece, Ireland, Italy, Luxembourg, 
Portugal, Spain and Turkey (see Table A2.2a). With the increasing skill 
requirements of today's economies, persons with low levels of attainment, 
find themselves at a distinct disadvantage in the labour market (see Indica- 
tors E2, E3, E4 and E5). 

A comparison of the attainment of the population aged 25 to 34 years with 
that of those aged 55 to 64 years shows that the proportion of people com- 
pleting less than upper secondary education has been shrinking (see 
Table A2.2a). However, changes are uneven across OECD countries, and sub- 
stantial differences in attainment persist. 

Differences between countries in tertiary attainment are even more pro- 
nounced. In Canada, Norway, Sweden and the United States, more than 
25 per cent of the population aged 25 to 64 have attained tertiary education, 
while in Austria, Italy and Turkey this figure is only 8 per cent (see 
Table A2.1). 
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Among older age groups 
women have lower levels of 
education than men... 



... but for younger persons the 
pattern is now reversing... 



. and yet , women still earn 
less than men with similar 
levels of education. 



Projections of future educational 
attainment suggest a narrowing 
of the attainment gap 
between countries. 



I n OECD countries, persons 
with tertiary attainment can 
expect to spend more years in 
employment than persons with 
lower levels of education. 

Chapter B: 



Educational services are a 
major factor in national 
economies. 



Government spending remains 
the main source of educational 
funding... 



O 




The pattern of educational attainment among men and women in the adult 
population is uneven in most OECD countries, suggesting that historically 
women have not had sufficient opportunities and/or incentives to reach the 
same level as men. Women are generally over-represented among those who 
did not proceed to upper secondary education and under-represented at the 
higher levels of education. 

However, these differences are mostly attributable to the large gender differ- 
ences in the attainment of older age groups and have been significantly 
reduced or reversed among younger age groups (see Table A2.3). Today, 
graduation rates no longer show significant differences between men and 
women (see Indicators G1 and G3). 

However, despite these gains in educational attainment, young women still 
earn less than young men with similar levels of education. In all countries and 
at all attainment levels, the earnings of women are on average approximately 
one-half to three-quarters of the earnings of men (see Table E4.2). In addi- 
tion, there is only a relatively weak tendency for earnings differences 
between men and women to decrease with the level of educational attain- 
ment. Differences in progression rates, types of course and fields of study, 
and the relative incidence of part-time work, may all affect the labour market 
opportunities of women relative to men. 

What patterns of educational attainment will prevail if current graduation 
rates are sustained into the future? The projections of educational attainment 
shown in Table A2.2a show how slowly the average educational attainment 
level of the population would change over the next two decades if current 
graduation rates presisted. However, given current graduation and "second- 
chance" education, many countries with low levels of attainment at present in 
the adult population (Greece, Ireland, Italy, Portugal and Spain) would move 
nearer to countries with high attainment levels such as the United States (see 
Table A2.2a). 

Expected years in employment tend to rise with the level of educational 
attainment (see Table A3. 1 ). However, the number of years in unemployment 
appears to be less affected by educational attainment, the main difference 
lying in the amount of time people spend out of the labour force. 



Financial and human resources invested 
in education 

Education can help to foster economic growth, productivity, personal and 
social development, and a reduction in social equality. But as with any invest- 
ment, there are costs. Chapter B provides a comparative examination of cost 
patterns across OECD countries. 

Taking both public and private sources of funds into account, OECD countries 
as a whole spend 5.9 per cent of their collective GDP on educational institu- 
tions, and in only 5 of 21 reporting countries is this figure less than 5 per cent 
of GDP. Under current conditions of tight public budget constraints, such a 
large spending item is subject to close scrutiny by governments looking for 
ways to trim or limit the growth of expenditure. 

Most of this amount, 4.7 per cent of the collective GDP of OECD countries, is 
accounted for by direct public expenditure on educational institutions. Inclu- 
sion of public subsidies to households and other private entities for educa- 
tional institutions ( e.g ., scholarships and loans to students for tuition and fees) 
adds another 0.08 per cent of the collective GDP (see Table Bl.Ia). Govern- 
ment financial aid to students for living expenses can also be significant, 
ranging from below .05 per cent of GDP in Korea, Greece and the 12 I 
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... but contributions by 
households and enterprises are 
significant. 



On average, OECD countries 
devote 13 per cent of total 
government outlays to 
education. 



Public funding of education is a 
social priority, even in countries 
with little public involvement in 
other areas. 



Public funds are largely spent 
on educational institutions but 
some countries provide sizeable 
subsidies for education to the 
private sector. 



General public spending 
restraints have created pressure 
to reduce spending, but other 
factors have pushed spending 
higher. 



United States to over 1 per cent of GDP in Denmark, Norway and Sweden (see 
Table Bl. Ia). 

However, public funding is increasingly seen as providing only a part of total 
educational investment. Particularly at the tertiary level of education, finan- 
cial mechanisms are being used to leverage the participation of the learners 
and third-party payers in the funding of tertiary education. In many countries, 
households, enterprises, and other private entities contribute significantly to 
the funding of education. On average, private payments to educational insti- 
tutions account for 1.2 per cent of the collective GDP of OECD countries (see 
Table Bl .la). 

Among the 15 countries reporting data, the proportion of funding for educa- 
tional institutions that comes from the private sector ranges from 2 per cent or 
below in Portugal, Sweden and Turkey to over 22 per cent in Germany, Japan, 
Korea and the United States. Differences between countries are largest at the 
tertiary level of education, with over half of tertiary expenditure on educa- 
tional institutions coming from private sources in Japan, Korea and the United 
States and 2 per cent or less in Denmark, the Netherlands, Portugal and the 
United Kingdom (see Table B2.3). 

Government funding of educational services ensures that education is not 
beyond the reach of all members of society. Education, however, does com- 
pete for public financial support against a wide range of other areas covered 
in government budgets. On average, OECD countries devote 13 per cent of 
total government outlays to education; Germany, Greece, Italy and the 
Netherlands spend less than 10 per cent, and Hungary, Korea, Mexico, 
New Zealand, Norway and Switzerland more than 15 per cent (see 
Table B2.1). 

In many countries where public spending is low relative to overall GDP, such 
as Korea and Mexico, the proportion of public expenditure dedicated to 
education is relatively high (see Table B2.1). Likewise, in countries such as 
Italy or the Netherlands, where education accounts for a relatively low propor- 
tion of total public spending, total public spending relative to GDP is high. 
This is evidence that public funding of education is a social priority in 
all countries, even those with little public involvement in other areas. 

At the primary and secondary levels of education most public money is spent 
either directly by governments or transferred to educational institutions to 
acquire resources. More variation in spending patterns can be observed at 
the tertiary level: in 1 1 out of 24 countries, more than 20 per cent of public 
spending at the tertiary level is transferred to households (through scholar- 
ships, grants and loans) or is transferred to other recipients which are not 
educational institutions (such as enterprises or labour unions) (see 
Table B2.2). 

The range of subsidies offered, largely at the upper secondary and tertiary 
levels, includes tax concessions, grants, loans and reduced charges for public 
services contingent on student status (see Table B3.2). In the majority of 
reporting countries, the receipt of subsidies and the amount awarded depend 
on family income and satisfactory progress in studies (see Table B3.3). 

In the early 1970s, the dominant position of education in publicly funded 
social programmes began to change as a consequence of two factors: slowing 
economic growth and decreasing enrolments, with the drop in birth rates 
beginning to influence the size of the school-age population. 

At the same time a number of factors, such as rising participation rates at 
higher levels (see Indicators Cl and C6) and changes in teachers' pay, began 
to exert upward pressure on education spending. Overall, as a proportion of 
GDP, public educational expenditure has roughly held its ground, but the 
data suggest a trend towards convergence of public educational expenditure 
among OECD countries (see Table Bl.t). 
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Expenditure per student varies 
widely from one country to 
another. 



As a whole, OECD countries 
spend about US$4 880 per 
student each year but this 
average masks wide variation 
both between countries and 
between levels of education. 



“ Poorer " countries tend to 
spend relatively less per 
student, but there are 
exceptions. 



Expenditure per student rises 
sharply with the level of 
education, is dominated by staff 
costs and has a built-in 
tendency to rise over time. 



The higher the level of 
education, the more countries 
differ in expenditure per 
student. 



Low annual expenditure may 
translate into high overall costs 
of tertiary education if the 
duration of tertiary studies is 
long. 



Policy-makers must balance the need to improve the quality of educational 
services for each student with the need to expand access to educational 
opportunities. While the optimal level of resources that will prepare each 
student for life and work in the modern economy is not known, international 
comparisons of per-student investment in education can provide a starting 
point for evaluating the effectiveness of different models of educational pro- 
vision. 

The range in expenditure per student is wide: from US$1 700 or less per 
primary student to US$5 300 or more; from US$1 700 or less at the secondary 
level to US$6 500 or more; and from less than US$4 100 at the tertiary level to 
between US$11 000 and US$16 000 in Canada, Sweden, Switzerland and the 
United States (see Table B4.1). It would, however, be erroneous to equate 
lower expenditure with lower quality since high levels of student performance 
(see Indicator FI) are achieved in countries which spend relatively little. 

Measuring spending per student relative to GDP per capita shows that among 
poorer countries, Turkey spends about half of what Hungary spends in terms 
of GDP per capita on the average primary student, while among the 
richer countries, Switzerland spends 25 per cent of per capita GDP on each 
primary student, and the United States 2 1 per cent. Spending at tertiary level 
shows even greater variation. 

Despite wide differences in absolute amounts, expenditure per student 
exhibits a common pattern throughout the OECD: in each country it rises 
sharply with the level of education, it is dominated by staff costs (see 
Table B5.1), and it has a built-in tendency to rise over time. This pattern can 
be understood by looking at the determinants of expenditure, particularly the 
place and mode of educational provision. Education still takes place 
predominantly in traditional school and university settings with, despite 
some differences, similar organisation, curriculum, teaching style and man- 
agement. The labour intensiveness of traditional education accounts for the 
predominance of teachers' salaries in overall costs. Differences in student/ 
teaching staff ratios and staffing patterns (Indicator B8), teachers' salaries 
(Indicator Dl), and teaching materials and facilities largely account for the 
cost differences among levels of education, types of programme, and types of 
school. Pay-scales based on qualifications, years of service, and automatic 
promotion make staff costs rise over time. 

Not only does expenditure per student differ between countries in absolute 
terms, but relative spending per student also varies markedly across levels of 
education. For example, at the secondary level, the variation ranges from 
72 per cent of expenditure per primary student in Turkey to more than 
180 per cent in Germany and Mexico. The most significant differences occur at 
the tertiary level: whereas Italy only spends 10 per cent more on a tertiary 
student than on a primary student, Mexico and Turkey spend between 4.9 
and 5.5 times as much. 

Comparatively low annual expenditure per student may result in compara- 
tively high overall costs of tertiary education if students study over a long 
time. For example, annual spending per university student in Canada is about 
a third higher than in Germany (US$11700 in Canada as compared to 
US$8 400 in Germany) (see Table B4.1). However, due to differences in the 
degree structure at the tertiary level (see Indicator G2), the average duration 
of tertiary studies is almost twice as long in Germany as in Canada (5.5 years 
in Germany, which provides only "long university programmes” compared 
with 1.9 years in Canada which provides mostly "short” university and non- 
university-level tertiary programmes). As a consequence of this, the aggregate 
expenditure, for each tertiary student is more than twice as high in Germany 
as in Canada. 
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Responsibility for funding 
tertiary education is largely 
centralised. 


The level of government that has responsibility for, and control over, the 
funding of education, is likely to have control over decisions regarding how 
those funds are spent An important factor in educational policy is, therefore, 
the division of responsibility for educational funding between national, 
regional and local authorities. At tertiary level, over 85 per cent of final public 
funds originate with the central government in 19 out of 25 OECD countries 
(see Table B6.1c). 


At primary and secondary 
level, countries differ in the 
division of responsibility for 
educational funding. 


At the primary and secondary level, however, countries differ significantly in 
whether funds come from central, regional or local government. Four basic 
patterns are observed (see Table B6. lb): /) the central government is both the 
main initial source of funds and the main final spender on education (e.g. 
Ireland, New Zealand and Turkey); ii) the central government is the main 
initial source but funds are transferred to regional or local authorities (e.g. 
Finland, Korea and Mexico); Hi) regional authorities are both main initial 
sources and the main final spenders (e.g. Belgium, Germany and Switzerland); 
and iv) funding responsibility is shared between regional and local authorities 
(e.g. Canada and the United States). 


An alternative is the transfer of 
public money to private 
institutions. 


In some countries, final funding is transferred to government-dependent pri- 
vate institutions (see Table B6.2). In Belgium and the Netherlands, around 
half or more of public money for primary, secondary and tertiary educational 
institutions is transferred from government to private government-dependent 
institutions. 


The education sector occupies a 
significant place in OECD 
labour markets. 


The number of teachers employed either full-time or part-time in primary and 
secondary education combined varies from less than 1.8 per cent of the 
employed national labour force in japan and Korea to over 3.5 per cent in the 
Flemish Community of Belgium, Hungary, Italy and Spain (see Table B7. 1 ). At 
the tertiary level, the proportion ranges from 0.4 to more than 1.3 per cent. 
This variation is explained not only by the size of the school-age population 
but also by class sizes, teachers' working time, etc. 


1m all countries except Turkey, 
women outnumber men at the 
lower levels of education... 


In all countries except Turkey, women outnumber men at the primary and 
lower secondary levels of education (see Table B7.2). Among teachers of early 
childhood programmes, the percentage of female teachers exceeds 90 per 
cent in nearly all OECD countries. 


... but women are generally 
under-represented in the better 
paid teaching jobs at the 
higher levels of education. 


At the upper secondary level, the percentage of full-time teachers who are 
female ranges from less than 25 per cent in Germany, Japan and Korea to 
between 50 and 65 per cent in Canada, Hungary, Italy and the United States. 
At the tertiary level, male teachers make up the majority in all countries for 
which such data are available. 


Student access to teachers 
improves from the primary to 
the secondary level of 
education. 


Student/teacher ratios vary widely between countries. On average across 
OECD countries, the number of students per teacher falls as the level of 
education rises, from 18:1 at the primary level to 16:1 at lower secondary and 
14.1 at upper secondary (see Table B8.1). 

At university level, estimates of student/staff ratios vary from below 10:1 in 
Australia, Hungary and Mexico to over 20:1 in Italy, Spain, Switzerland and 
Turkey (see Table B8. 1), although better counts of full-time equivalent stu- 
dents and teachers would be required to produce fully comparable ratios. 


Chapter C: 


Access to education, participation and progression 


Li6_ 


Societies have an interest in both providing a wide range of educational 
opportunities for children and adults and ensuring broad access to these 
opportunities. Early childhood programmes prepare young children socially 
and academically for entry into primary education; primary and secondary 
education provide a foundation of basic skills that prepare young people to 
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I n nearly half of 
OECD countries, over 60 per 
cent of the population aged 5 
to 29 is enrolled in education. 



I n most countries, public 
schools compete with private 
providers... 



... but private schools depend 
on governments for funding in 
most countries. 

Compulsory education ends 
around the age of 15-16 in 
many countries with the 
transition to upper secondary 
education. 



The transition from upper 
secondary to tertiary education 
is less clear-cut. 



First-time entry rates to 
university-level education vary 
widely between countries. I n 5 
OECD countries they are 
39 per cent or more. 



I n some countries university - 
level education tends to 
immediately follow the 
completion of upper secondary 
schooling... 

... whereas in others a 
prolonged transition has 
involved more flexible 

O 




become productive members of society; and tertiary education provides a 
range of opportunities for individuals to gain advanced knowledge and skills, 
either immediately after initial schooling or later in life. In addition, many 
employers either encourage, or even assist, workers to upgrade or reorient 
their skills in order to meet the demands of changing technologies. 

Virtually everyone participates in formal education at some stage of his or her 
life. In more than half of the OECD countries, the number of persons enrolled 
in formal education who are aged 5 years or above exceeds 60 per cent of the 
population aged 5 to 29 years (see Table Cl. la). The variation between coun- 
tries is largely explained by the uneven weight of tertiary enrolment: from 
3 tertiary education students per 100 persons in the population aged 5 to 29 
in Mexico to more than 15 in Canada and the United States. In the majority of 
OECD countries, universal enrolment starts between the ages of 5 and 
6 years, although in Belgium, France, the Netherlands, New Zealand and 
Spain 97 per cent or more of 4 year-olds are already enrolled in either early 
childhood or primary education programmes (see Table C2.I). 

In most countries, public schools compete with private providers of educa- 
tional services. Private school participation rates range from around I percent 
of all students in Ireland, the Russian Federation and Turkey to 35 per cent or 
more in Belgium, Korea and the United Kingdom, and about 75 per cent in 
the Netherlands (see Table Cl. la). 

However, only in Korea, Portugal and the United States is the independent 
private sector (in which less than 50 per cent of funding is from government 
sources) a fairly important provider (see Table Cl. I a). 

Compulsory schooling ends in OECD countries between the ages of 1 4 and 1 8, 
beyond which enrolment remains universal in half of the countries (although 
in Mexico and Turkey the enrolment rate has already sunk to around 50 per 
cent during compulsory education) (see Table C3.I). The sharpest drop in 
enrolments occurs at the end of upper secondary education in two-thirds of 
the countries. In more than half of OECD countries, the majority of upper 
secondary students are attending vocational or apprenticeship programmes 
(see Table C3.2), although women are less likely than men to pursue voca- 
tional courses. 

By age 19, no country has an enrolment rate exceeding 75 per cent, and by 
age 21 only one is over 50 per cent (see Table C3.I). Only the Nordic coun- 
tries report enrolment rates of more than 25 per cent for 24 year-olds. How- 
ever, the age of transition from upper secondary to tertiary education varies. 

In some countries, a significant proportion of young people opt for a second 
upper secondary programme rather than tertiary education (see Table C3.2). 

In Canada, Iceland, New Zealand and the United Kingdom, 39 per cent or 
more of today's school-leavers can expect to enter university-level education 
at some time in their lives, and in the United States, more than 50 per cent, 
while the rate is only 15 per cent in Switzerland, where non-university pro- 
grammes to some extent redress the balance, as may be the case in 
other countries too (see Table C4.I). These differences reflect variations both 
in the accessibility of tertiary education and the perceived value of attending 
tertiary programmes. 

Traditionally, university-level education has tended to immediately follow 
the completion of upper-secondary schooling. In a number of countries this is 
still the case. In France and Ireland, for example, more than 80 per cent of all 
first-time entrants are aged 20 years or younger (see Chart C4.3). A similar age 
profile can be observed in Greece, New Zealand and the United States. 

In other countries, the transition has been prolonged by more flexible inter- 
spersion of study and work, often combining part-time study, distance learn- 
ing or "sandwich" courses. In these countries, first time entrants to the univer- f 7 I 
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interspersion of study and work 
and a delayed entry to 
university . 



A growing minority participates 
in tertiary education : On 
average, a 1 7 year-old can 
now expect about two years of 
tertiary education. 

Higher participation in post- 
compulsory education outweighs 
lower birth rates - in 
some countries, enrolment rates 
in tertiary education have 
doubled over the last decade. 



Tertiary education is 
increasingly international. 



Differences in educational 
attainment are amplified by 
subsequent training decisions 
by employers and employees. 



sity level are typically older and show a much wider range of entry ages. In 
Denmark, Norway and Sweden, for example, more than half of students enter 
university-level education for the first time after the age of 22, and less than 
20 per cent of first-time entrants are younger than 20 years of age (see 
Table C4.1). 

Today, a 17 year-old in Australia, Canada and the United States can expect to 
participate for three years or more in tertiary education, and in the majority of 
other countries for at least two years (see Table C5.1). Demand has grown not 
only in countries that have recently started expanding but also in those with 
longer experience of high-level participation. In many countries, tertiary edu- 
cation is replacing secondary as the criterion for entry to rewarding careers. 

Despite decreasing birth rates in many countries, increasing full-time enrol- 
ment rates among 5 to 29 year-olds has kept total enrolment from falling. Full- 
time enrolment rates among 5 to 29 year-olds have increased, on average, 
from 51 to 55 per cent over the last decade, and the proportion of this age 
group in full-time tertiary education has doubled over the last 20 years (see 
Table Cl.t). The general expansion in tertiary enrolments has been driven by 
demand from wider and more diverse groups of secondary completers than in 
the past. 

The international, cross-cultural dimension of tertiary education is receiving 
increased attention. However, a relatively small number of countries enrol the 
vast majority of foreign students (see Chart C6.1). The United States has 
34 per cent of the total, followed by France, Germany and the 
United Kingdom, with around 12 per cent each, Australia (7 per cent), Canada 
and Japan (4 per cent each). Among all foreign students studying in 
OECD countries, Japanese and Koreans (about 5 per cent each) comprise the 
largest proportion from OECD countries (see Chart C6.2); the major propor- 
tions from non-OECD countries come from China (11.1 percent), India (3.5 per 
cent) and other Southeast Asian countries (9 per cent). A broad measure of 
the flow of students from and to OECD countries shows that the OECD coun- 
tries with the largest number of students studying abroad are Greece, Iceland 
and Ireland (see Table C6.2): in some cases, insufficient provision of univer- 
sity places at home explains some of the outflow. 

In job-related continuing education and training (CET), participation among 
employed adults over a 12-month period ranges from 28 per cent in Canada 
to 45 per cent in Finland (see Table C7.1a). Sweden has a relatively high rate 
(42 per cent), even over a 6-month period. The degree of participation among 
the unemployed appears in general to be lower, and it rises with the level of 
educational attainment, those with university degrees being at least twice as 
likely to participate as those with primary or lower secondary qualifications. 
Skill differences are thus being amplified. 



Chapter D: The learning environment and the organisation 

of schools 



Lii 



Salaries and working conditions 
are key determinants of the 
supply of teachers - and they 
differ considerably between 
countries. 



Ongoing debates over the level of teachers' salaries, professional status and 
time spent on instruction have increased interest in the working conditions of 
teachers. 

Ensuring that there will be enough skilled teachers to educate all children is 
an important policy concern in all OECD countries. Key determinants of the 
supply of teachers are the salaries and working conditions of teachers and the 
costs incurred by individuals in becoming teachers. 

Annual statutory starting salaries of public school teachers at primary level 
range from US$5 400 to US$15 000 in the Czech Republic, Greece, 
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Seniority is a universal 
criterion for salary increments. 

Performance, training and 
qualifications are other criteria 
that some countries apply. 

Salaries are not the only factor 
in educational budget decisions. 



I n 20 out of 25 countries the 
majority of 8th-grade students 
are taught by mathematics 
teachers aged 40 years or 
older. 



The average time 8th-grade 
mathematics teachers spend on 
school-related activities outside 
the formal school day ranges 
from 9.8 hours a week in 
Ireland to 17.1 hours in 
Hungary. 

Eighth grade mathematics 
classes generally number 
21-30 students, and whole- 
class teaching is one of the 
most common forms of 
classroom organisation. 



New Zealand and Sweden, and reach US$27 000 in Germany and US$31 000 in 
Switzerland (see Table Dl.la). Significant differences between countries with 
comparable standards of economic development raise questions about 
recruitment and retention policy, and the status of the teaching profession. 

Comparing teachers' salaries with per capita GDP provides some indication of 
the economic status of the teaching profession in a country (see Table Dl.l). 
In Korea and Spain the starting salary of primary and secondary teachers is 
more than 1.7 times the per capita GDP, which suggests that the teaching 
profession in those countries has a comparatively high standing. Starting 
salaries are lowest relative to per capita GDP in the Czech Republic and 
Norway. After 15 years of experience, statutory salaries are above per capita 
GDP in most countries. 

Almost all countries report "seniority" as a criterion that is universally applied 
for salary increments (see Chart D1.3). In France, New Zealand and in Portugal 
at the primary level, "performance" is a second criterion. "In-service training" 
(e.g. in Spain) and "qualifications" (e.g. in Greece and the United States) are 
also criteria for salary increments. 

Decisions on education budgets represent trade-offs between factors such as 
salaries, class sizes, numbers of teaching hours and planned instruction time 
for students. Table D1.2 sheds some light on this relationship through a 
decomposition of statutory teachers' salary costs per student at lower secon- 
dary level into some of these factors. In countries such as Austria, Italy and 
Norway, annual teaching hours are relatively low and classes are small, result- 
ing in higher costs per student. In Germany, Ireland and the Netherlands, 
statutory salaries are relatively high, but class sizes larger. The additional 
salary costs are generally more than offset by lower costs per student. 

Teacher demography is becoming a major concern in many OECD countries, 
particularly in the context of recent and future trends in student numbers (see 
Indicator Al). The recruitment of new teachers will therefore be an important 
issue for many OECD countries over the coming decade, particularly in math- 
ematics and the sciences. On the other hand, years of teaching experience 
can be considered one aspect of the quality of teaching. Table D2.1 shows 
that most 8th-grade students are taught by teachers aged 40 years and above. 
In Germany, mathematics teachers of more than half of the students reported 
their age as 50 years or older. Professionals in other related fields are usually 
much younger. 

A teacher's working day does not end when classes are over. Time for school- 
related activities outside the formal school day can contribute substantially to 
the workload of teachers. Eighth-grade mathematics teachers spend an aver- 
age of 13 hours a week on school-related activities outside the formal school 
day on planning lessons, preparing and grading tests and other student work, 
professional development, meetings and record-keeping (see Table D3.1). 



In most OECD countries, the majority of 8th-grade students are in classes of 
between 21 and 30 students (Indicator D5). Sizes in the 4th grade are similar. 
Only in Japan and Korea are classes significantly larger: in 8th grade, 93 per 
cent of students in Korea are in mathematics classes with more than 40 stu- 
dents and 96 per cent of students in Japan are in classes with more than 
30 students. Whole-class teaching is one of the most common forms of class- 
room organisation in 8th-grade mathematics: in most countries, around 50 per 
cent or more of 8th-grade students are taught in this way during most lessons 
or every lesson (see Table D5.1). Individual work with assistance from the 
teacher is equally popular, but students working together as a class and 
responding to each other, and group work, are in general less common. 



19 



ERiC 



21 



A GUIDE TO THE 1997 INDICATORS 



Homework is an important tool, 
particularly at the secondary 
level. 



Chapter E: 



There is a strong link between 
education and employment - 
whatever the unemployment 
rate or the rate of job creation. 



With increasing unemployment 
and continuing upskilling of 
jobs, the position of those with 
low educational attainment has 
become increasingly vulnerable. 



Unemployment rates of young 
people are substantially higher 
than those of workers in older 
age groups in all 
OECD countries. 



Education and earnings are 
positively linked, whatever the 
type of socio-economic system 
or the level of economic 
development. 

\_ 20 _ 



O 




The average time spent each day by 8th-grade students on mathematics 
homework ranges from half an hour in Denmark to 70 minutes in Greece and 
Spain (see Table D7. 1). On average, students report spending slightly less 
time on science homework, while other subjects occupy between half an hour 
in Denmark and 2 hours in Greece. With the exception of Ireland, studying for 
mathematics and science takes up more than half of homework time. The 
highest achievement in mathematics appears to be associated with a moder- 
ate amount of homework each day (between 1 and 3 hours). 



Social and labour market outcomes of education 

Education has many benefits, some of them unquantifiable. Social cohesion 
rather than narrow economic gain is the greatest prize for societies in which all 
citizens use learning to become more effective participants in democratic, 
civil and economic processes. No equation can fully describe this relation- 
ship. But the indicators can aid an understanding of some of the contributing 
factors. 

Higher levels of educational attainment are clearly associated, for individuals, 
with higher earnings, a lower chance of unemployment and more skills that 
yield social advantage. In all countries except Spain, where the unemploy- 
ment rate for persons with tertiary attainment is particularly high (13.8 per 
cent) and France, Greece and Italy (around 7 per cent), unemployment rates 
for persons aged 25-64 with tertiary attainment are under 5 per cent, while the 
rates for those with less than upper secondary attainment range from 1 per 
cent in Korea to over 20 per cent in Finland and Spain (see Table E2.1). 

Since persons with less than upper secondary education still comprise a 
substantial proportion of the working-age population and of the labour force 
in most countries (see Indicator A2), an economy's ability to provide jobs for 
adult persons at this level has a significant effect on the overall unemploy- 
ment rate. Over the 1989 to 1994 period, in a climate of generally increasing 
unemployment and continuing upskilling of jobs, the position of this group 
relative to that of the rest of the labour force has, with some exceptions 
(Germany, Ireland, the Netherlands and Norway), deteriorated in many 
reporting countries, and most notably in Canada, Denmark, Finland, Spain, 
Sweden, the United Kingdom and the United States. 

Across OECD countries, unemployment rates among 20 to 24 year-olds with 
less than upper secondary education are, on average, about 22 per cent. 
Unemployment rates for this age group are under 10 per cent only in Austria, 
Korea and Luxembourg and are 30 per cent or above in Poland, Spain, 
Sweden and the United Kingdom and even above 40 per cent in Finland and 
France (see Table E3.1). 

The situation for those with an upper secondary qualification is somewhat 
better: unemployment rates average 16 per cent for 20-24 year-olds and 
10 per cent for 25-29 year-olds (but this rate is over 15 per cent in Finland, 
France, Greece, Italy and Spain). In contrast, job prospects for 25-29 year-olds 
with university qualifications are much more favourable in most countries, 
with unemployment rates under 8 per cent in 19 out of 25 OECD countries. 

The economic benefit of tertiary education can be seen by comparing the 
ratio of the mean annual earnings of tertiary graduates with those of persons 
with upper secondary and less than upper secondary attainment (Indica- 
tor E4). 

Among countries reporting gross earnings, the earnings premium for univer- 
sity-level education ranges from about 40 per cent for men aged 25-64 in 
Denmark and Switzerland to 80 per cent or more in Finland, France and 
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The earnings advantage of 
increased education outweighs 
the costs of acquiring it. 



Chapter F: 



Variation in achievement 
between countries is 
substantial, with the average 
fapanese and Korean 4th- 
graders outperforming the 
average Portuguese Sth-graders 
in mathematics. 



Countries vary considerably in 
the achievement of their low- 
performing students. 



There is also substantial 
achievement variation within 
each country. 



Some countries with similar 
levels of average performance 
show different spreads of 
disparities in achievement... 



Portugal. For women in the same age range, the premium ranges from 20 per 
cent in Italy to 95 per cent in the United Kingdom. Upper secondary educa- 
tion is a break-point for many countries beyond which additional education 
attracts a particularly high premium. 

From an investment standpoint, it is also necessary to consider the costs 
involved in completing a particular level of education. Social costs include 
both the direct costs incurred by public authorities and individual students' 
costs of tuition, materials, living costs and foregone earnings. A rate of return 
to this total social cost of an additional 10 per cent on individual lifetime 
earnings may be seen as “profitable". By this measure, both upper secondary 
and tertiary education prove worthwhile (see Table E5.1). 



Student achievement 

There is growing demand for indicators on student performance in order to 
make education accountable, to provide tools for school improvement, and to 
allow standards to be monitored. Indicators FI to F6 focus on student per- 
formance in mathematics and science. 

In mathematics, Japanese and Korean 4th-grade pupils score significantly 
better than those in all other countries (see Table Fl.l). Korea also scores 
significantly better in science than all other participating countries (see 
Table FI. 2). Achievement differences between countries remain substantial 
when compared with the average gap between children a year apart in age. 

Some countries differ in their relative standing in mathematics and science, 
which suggests that variation can in part be explained by differences in 
curriculum and instruction. 

Most countries that perform well in mathematics at the 4th-grade level also 
perform well at the 8th-grade level, which underlines the importance of pri- 
mary education for later success (see Table FI. 3). 

The fact that there appears to be neither a strong nor a consistent relation- 
ship at the national level between the level of resources (see Indicators Bl, 

B4 and B7) and student outcomes provides further evidence that variation 
between countries cannot be explained alone in terms of financial or staff 
resource levels and that the search for improvement in school performance 
must extend to factors that lie beyond material inputs. 

Mean achievement scores are typically used to assess the quality of schools 
and education systems. However, mean achievement does not provide a full 
picture and can mask significant variation within an individual classroom, 
school or education system. In many countries, a sizeable number of students 
fall behind in performance and may face difficulties in following the pro- 
grammes of study set out in the curriculum. Less than 5 per cent of 4th- 
graders in Iceland and Portugal reach the average level of mathematics per- 
formance in Korea (see Table F2.3). 

The interquartile range - the difference between scores at the 75th and 25th 
percentiles - varies between countries in both mathematics and science, 
although the variation is wider in science (see Tables F2.1 and F2.2). In 
many countries the interquartile range of achievement is twice as wide as the 
average gap between children one year apart. 

It is notable that some countries with similar levels of average performance 
show a considerable variation in disparities of student achievement. For 
example, Norway and New Zealand show the same average level of mathe- 
matics performance, but the 25th percentile in New Zealand is 14 score points 
below the 25th percentile in Norway, indicating that the weaker performers in 21 I 
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... which indicates that a wide 
range of achievement is not a 
necessary condition for a 
system to attain a high level of 
overall performance. 

Some countries catch up at the 
8th grade whereas others fall 
behind. 



Higher levels of parental 
education are associated with 
higher student achievement, 
and linguistic disadvantage 
may play a part in low 
achievement... 



... but substantial differences 
between countries in this 
measure indicate that such 
disparities may not be 
inevitable , 

High mathematics and science 
achievement is associated with 
a positive attitude towards the 
subject. 



New Zealand have markedly lower scores than their counterparts in Norway 
(see Table F2.I). 

At the other end of the scale, the stronger performers in New Zealand score 
more highly than the stronger performers in Norway. 

Some countries with comparatively low disparities in mathematics achieve- 
ment at the 4th-grade level show wide disparities at the 8th-grade level 
whereas other countries contain the growth in disparities better. 

It is important to measure not only absolute performance but also progress 
from grade to grade. Iceland, New Zealand and Norway, whose 4th-grade 
pupils perform particularly poorly in mathematics, are among the countries 
with the highest gains over the four years (see Table F4.1). At the same time, 
there are some high-performing countries which even extend their advantage. 
And there are countries that perform well at the 4th-grade level but fall 
behind at the 8th grade. 

Children come from a variety of family, socio-economic and cultural back- 
grounds. As a result, schools are faced with a multiplicity of challenges as they 
strive to provide equal opportunities to all students. Parental education 
continues to be an important source of disparities in student achievement. 
On average, the gap in mathematics achievement between students who 
report that their parents have not completed upper secondary education and 
those at least one of whose parents has, amounts to 28 score points, about 
the same level as the average difference in performance between the 7th and 
8th grades (see Table F5.1). The gap between those whose parents have 
completed university level and those whose parents have less than upper 
secondary education is more than twice as large. 

However, there are substantial differences between countries in this measure, 
indicating that such disparities may not be inevitable. An additional factor is 
language: on average across countries, 28 per cent of all students from a 
linguistic background different from the language of instruction are in the 
bottom 15 percent in mathematics (see Table F5.1). 

Students who do well in mathematics and science generally have more posi- 
tive attitudes towards those disciplines (see Table F6.1). On the whole, a 
higher percentage of students have positive attitudes towards mathematics at 
the 4th grade than at the 8th. 
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Upper secondary completion 
rates range from below 40 per 
cent in two countries to above 
85 per cent in eight, but they 
do not guarantee adequate 
literacy. 

Increasing upper secondary 
completion rates appear to be 
pushing the expansion of 
tertiary education. 



Graduate output of educational institutions 

The award of a degree or other type of qualification marks the formal culmina- 
tion of an investment in education or training activities. The level, type and 
field of a particular educational qualification earned can serve as useful 
information to employers, signalling that the recipient has gained occupation- 
ally relevant skills and knowledge. 

In all but two countries, the upper secondary graduation rate exceeds 64 per 
cent. In 6 out of 23 countries, it exceeds 90 (see Table Gl.l). The lowest rates 
are in Mexico (26 per cent) and Turkey (37 per cent). Gender disparities in 
upper secondary graduation rates have been successfully eliminated in 
almost all countries (see Table Gl.l). However, Chart G1.2 shows that even 
among upper secondary completers in 7 countries, a significant proportion 
have inadequate levels of literacy. 

On average across OECD countries, 12 per cent of a typical age cohort com- 
plete a short university-level programme (4 years or less); in Australia, 
Canada, the United Kingdom and the United States, the figure is more than 
30 per cent (see Table G2.1). The rate averages 8 per cent for long first 
university programmes, 4 per cent for second university-level programmes 
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The structure of upper 
secondary and tertiary 
education affects graduation 
rates. 



(from less than 1 per cent in Greece and Turkey to 1 2 per cent in Australia and 
the United States), and 1 per cent for programmes leading to an advanced 
research degree. Although first degree graduation rates for women equal or 
exceed those for men in most OECD countries, men are still more likely than 
women to attain more advanced degrees. Graduation rates for non-university 
tertiary programmes range from above 20 per cent in the Flemish Community 
of Belgium, Finland, Japan, Norway, Switzerland, the Russian Federation and 
the United States to below 3 per cent in Spain and Turkey. 

The level or age group at which vocational and technical programmes are 
targeted in a particular country will affect that country's non-university tertiary 
graduation rate. University-level graduation rates are affected by the typical 
duration, graduation requirements, and variety of credentials offered at the 
tertiary level. In general, countries which do not offer short first university- 
level programmes have lower first university degree graduation rates than 
those which offer such programmes as well. 
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Regional groups 
of countries 
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international means 
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Although a lack of data still limits the scope of the indicators in many coun- 
tries, the coverage extends, in principle, to the entire national education 
system regardless of the ownership or sponsorship of the institutions con- 
cerned and regardless of the education delivery mechanisms. With one 
exception described below, all types of students and all age groups are 
meant to be included: children (including those classified as exceptional), 
adults, nationals, foreigners, as well as students in open distance learning, in 
special education programmes or in educational programmes organised by 
ministries other than the Ministry of Education, provided the main aim of the 
programme is the educational development of the individual. However, voca- 
tional and technical training in the work place, with the exception of com- 
bined school and work-based programmes that are explicitly deemed to be 
parts of the education system, is not included. 

Educational activities classified as "adult” or "non-regular” are covered, pro- 
vided that the activities involve studies or have a subject-matter content 
similar to "regular" education studies or that the underlying programmes lead 
to potential qualifications similar to corresponding regular educational pro- 
grammes. Courses for adults that are primarily for general interest, personal 
enrichment, leisure or recreation are excluded. 

The categories "OECD” and "European Union" in the tables refer to the 
respective membership as of 1 October 1997 when this publication went to 
press. 

For many indicators a country mean is presented and for some an OECD total. 

The country mean is calculated as the unweighted mean of the data values of 
all countries for which data are available or can be estimated. The country 
mean therefore refers to an average of data values at the level of the national 
systems and can be used to answer the question of how an indicator value for 
a given country compares with the value for a typical or average country. It 
does not take into account the absolute size of the education system in each 
country. 

The OECD total is calculated as a weighted mean of the data values of 
all countries for which data are available or can be estimated. It reflects the 
value for a given indicator when the OECD area is considered as a whole. This 
approach is taken for the purpose of comparing, for example, expenditure 
figures for individual countries with those of the entire OECD area for which 
valid data are available, with this area considered as a single entity. 

Note that both the country mean and the OECD total can be significantly 
biased by missing data. Given the relatively small number of countries, no 
statistical methods are used to compensate for this. In cases where a category 
is not applicable in a country or where the data value is negligible for the 
corresponding calculation, the value zero is imputed for the purpose of calcu- 
lating means. In cases where a data value represents the ratio of two values, 

2B 



READER'S GUIDE 



which are both not applicable, the countries are not taken into account for the 
mean. 

ISCED levels of education The classification of the levels of education is based on the International 

Standard Classification of Education (ISCED). ISCED is an instrument for 
compiling statistics on education internationally and distinguishes among 
seven levels of education. The Glossary describes the ISCED levels of educa- 
tion and Annex I shows corresponding theoretical durations and the typical 
starting and ending ages of the main educational programmes by ISCED level. 



Country abbreviations Australia AUS 

Austria AUT 

Belgium BEL 

Canada CAN 

Czech Republic CZE 

Denmark DNK 

Finland FIN 

France FRA 

Germany DEU 

Greece GRC 

Hungary HUN 

Iceland ISL 

Ireland IRL 

Italy ITA 

Japan JPN 

Korea KOR 

Luxembourg LUX 

Mexico MEX 

Netherlands NLD 

New Zealand NZL 

Norway NOR 

Poland POL 

Portugal PRT 

Russian Federation RUS 

Spain ESP 

Sweden SWE 

Switzerland CHE 

Turkey TUR 

United Kingdom GBR 

United States USA 



Missing data Four symbols are employed in the tables and graphs to denote missing data: 

a Data not applicable because the category does not apply. 
m Data not available. 

n Magnitude is either negligible or zero, 

x Data included in another category / column of the table. 

Rounding of data Data may not always add up to the totals indicated because of rounding. 
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Chapter A 

DEMOGRAPHIC, SOCIAL AND ECONOMIC CONTEXT 

OF EDUCATION 

In order to interpret differences in educational structures, processes and outcomes between countries, 
the conditions under which education systems operate need to be taken into account. Such conditions 
include the demand for education at the different levels and in the various sectors of education, as well as 
the attainment profiles of different subgroups of the population. Projections of educational attainment rates, 
based on the current institutional set-up of the education system and current completion rates, provide a 
broad indication of skill supplies in the years to come. 

This chapter shows demographic trends in the size of the youth population, rates and projections of 
educational attainment and the impact of education on labour force participation and employment over the 
life cycle. 

Demographic characteristics are an important factor in the design and implementation of education 
policies. The number of children and young people in a population (see Indicator AI) is the primary 
determinant of the demand for schooling and thus influences the demand for teachers, educational supplies 
and facilities, as well as other educational resources. 

Similarly, educational attainment levels - and, by extension, the average level of qualification of the 
labour force - is an important factor shaping economic outcomes and the quality of life for both individuals 
and society. Indicator A2, which compares populations on the basis of completed levels of education, 
provides a broad and indirect measure of the stock of human capital in a country and of its evolution over 
time (through an examination of differences between younger and older persons). 

What patterns of educational attainment would prevail if current graduation rates were sustained into 
the future? Projections of educational attainment levels based on existing rates of upper secondary comple- 
tion can provide an indication of this. Indicator A2 shows such projections, which have been derived by 
tracking existing cohorts of persons in various age-bands over time while assuming that they do not acquire 
additional educational qualifications, apart from what could be expected from present rates of "second 
chance" participation by older adults. One outcome of this analysis is a clear depiction of how even relatively 
high upper secondary completion rates in many countries (Indicator G 1 ) will only have a gradual effect on the 
average educational level of the population. Countries interested in more rapid improvement in the average 
skill level of the population will have to actively encourage, and finance, adult education and training 
programmes (see Indicator C7). 

The effect of educational attainment on the labour force situation of an average person manifests itself 
not just at a particular point in time, but over the entire life cycle. In particular, people's level of education 
can affect the total number of years spent over the lifetime in employment, in unemployment and outside 
the labour force. While social and labour market policies are often designed to deal with the immediate 
labour force status of an individual, the effects of educational attainment on labour force activity are 
cumulative and thus educational effects are likely to have a larger long-term impact. The expected number of 
years employed, unemployed and out of the labour market between the ages 25 and 64 by level of 
educational attainment shown in Indicator A3 provide a long-term perspective on the relationship between 
educational attainment and labour force activity. 

Since the values of the indicators shown in this chapter are largely a reflection of the history of 
participation in education, it is instructive to look at them alongside the indicators on the current output of 
educational institutions (particularly Indicators G1 and G2). Such a comparison reveals the progress that 
virtually all countries have made in recent decades in raising the educational attainment of their populations 
and in reducing gender inequality. 
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Indicator Al: 



The relative size of the young population 



Policy context 



This indicator shows the 
relative size of the traditional 
school-age population and 
forecasts the proportion of the 
population aged 5 to 14 up to 
the year 2010. 



The number of young people in a population influences both the rate of 
renewal of labour force qualifications and the amount of resources and 
organisational effort a country must invest in its education system. Other 
things being equal, countries with a larger proportion of young people in the 
population must allocate a greater proportion of their national income to 
initial education and training than countries with smaller young populations 
but similar participation rates. 



Evidence and explanations 



Differences between countries 
in the relative size of the youth 
population have diminished 
since 1975, but the proportion 
of people aged 5 to 14 years 
still varies widely. 



The proportion of young people 
aged 5 to 14 has gone through 
a cycle of modest increase and 
decline in all OECD regions . 



Population forecasts suggest 
that over the next decade the 
proportion of 5-14 year-olds 
will stabilise in most countries 
and differences between 
countries in the relative size of 
the youth population will 
diminish. 



The proportion of 5 to 14 year-olds in the total population varies between 
1 1 and 16 per cent in most OECD countries; the proportion of 15 to 24 year- 
olds is slightly larger (see Table AL I ). Although differences between coun- 
tries in the relative size of the youth population have diminished since 1985, 
there are still notable contrasts (see Chart All). In Mexico and Turkey, more 
than 20 per cent of the population are between 5 and 14 years old. Thus, two 
of the least prosperous countries in the OECD have both fewer resources to 
allocate to education and more children over whom to distribute these 
resources (see also Indicators B1 and B4). Mexico and Turkey are closely 
followed by Iceland, Ireland, Korea and Poland, in which between 16 and 
18 per cent of the population are aged 5 to 14. At the other end of the 
spectrum are Denmark and Italy, where the proportion of 5 to 14 year-olds is 
between 10 and 1 1 per cent. 

In almost all countries, the proportion of young people aged 5 to 14 years in 
the total population declined between 1975 and 1995 - in Canada, Italy, 
Korea, the Netherlands, New Zealand, Portugal and Spain by 5 percentage 
points or more. The decline in the relative number of young people has 
somewhat eased the pressure on expanding school systems at the lower 
levels of education. However, the long-term decline in birth rates has signifi- 
cant implications for the rate of renewal of labour force qualifications, which 
will reveal their full impact in the years to come. It should also be noted that 
in most countries higher participation in post-compulsory schooling has out- 
weighed lower birth rates (see Indicators C3 and C5). 

During the last ten years the decline in the proportion of young people has 
slowed down in many countries - Italy, Japan, Mexico and Spain are the 
exceptions - and population forecasts suggest that over the next decade the 
proportion of 5 to 14 year-olds will stabilise in most countries (see 
Table All). The exceptions are Ireland, Mexico, Poland, the Russian Federa- 
tion and Turkey where this proportion is expected to decrease by 3 percent- 
age points or more, and on the other hand Denmark, where it is expected to 
increase by 2 percentage points. The forecasts also indicate that overall 
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differences between countries in the relative size of the youth population will 
continue to diminish. 



Definitions 

Data are derived from the Table A 1.1 shows the percentage of persons in different age groups in the 

1996 OECD Demographic total population. Chart Al.l shows, for each country, the sizes of the popula- 

Database. Projections are based tions 5 to 14, 15 to 24 and 25 to 34 years of age at different points in time. It 

on the UN Population thus provides an indication of the increase/decrease in the respective school 

database. age populations (in percentages). For a definition of the typical entry ages 

see Annex 1. The statistics cover all persons residing in the country, regard- 
less of citizenship and of educational or labour market status. 
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♦ Chart A I . I . Number of persons in selected age groups as a percentage 
of the total population ( 1 980-20 1 0) 
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♦ Chart A t . I . (cont) Number of persons in selected age groups as a percentage 
of the total population (1980-2010) 
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Countries are ranked in ascending order of the percentage of persons in the age group 5-29 (1 995). 
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Table Al.l Number of persons in selected age groups as a percentage of the total population 

(1975, 1985, 1995, 2005 and 2010) 





Age 5-29 


Age 5-14 


Age 15-24 


Age 25-29 




1995 


1975 


1985 


1995 


2005 


2010 


1995 


1995 


North America 


















Canada 


35.2 


18.5 


14.1 


13.5 


12.5 


11.4 


13.7 


7.9 


Mexico 


54.1 


28.2 


28.0 


23.9 


20.5 


19.1 


21.4 


8.8 


United States 


35.6 


17.6 


14.2 


14.4 


13.8 


12.8 


13.8 


7.3 


Pacific Area 


















Australia 


37.2 


18.4 


15.8 


14.3 


13.8 


13.3 


15.3 


7.6 


Japan 


33.5 


15.4 


15.3 


11.5 


9.9 


10.2 


15.1 


6.9 


Korea 


44.7 


25.1 


20.9 


16.4 


13.9 


13.3 


19.0 


9.3 


New Zealand 


37.7 


20.2 


16.7 


14.9 


15.0 


14.4 


15.2 


7.6 


European Union 


















Austria 


33.4 


16.7 


12.2 


11.7 


11.2 


10.2 


12.8 


8.8 


Belgium 


32.3 


15.5 


12.7 


12.0 


i i.4 


10.9 


12.8 


7.5 


Denmark 


32.1 


15.5 


13.3 


10.8 


12.9 


12.6 


13.5 


7.8 


Finland 


32.0 


15.6 


12.8 


12.6 


12.2 


11.5 


12.4 


7.0 


France 


34.7 


16.1 


14.3 


13.4 


11.8 


11.1 


13.9 


7.4 


Germany 


31.1 


16.0 


10.7 


11.2 


9.8 


9.1 


11.4 


8.5 


Greece 


34.7 


16.2 


14.4 


12.1 


9.9 


10.1 


14.9 


7.6 


Ireland 


41.8 


20.3 


19.7 


17.5 


13.1 


12.8 


17.4 


6.9 


Italy 


32.6 


16.4 


14.2 


10.2 


9.3 


8.9 


14.2 


8.2 


Luxembourg 


31.7 


15.2 


11.4 


11.6 


12.1 


11.8 


11.8 


8.2 


Netherlands 


33.8 


17.8 


13.4 


12.0 


12.0 


11.1 


13.4 


8.4 


Portugal 


36.4 


18.9 


16.3 


12.4 


11.2 


11.0 


16.5 


7.6 


Spain 


36.8 


18.3 


16.6 


11.9 


9.7 


9.5 


16.6 


8.2 


Sweden 


31.7 


14.0 


12.4 


12.0 


12.6 


1 1.7 


12.4 


7.2 


United Kingdom 


34.7 


16.3 


12.9 


13.2 


12.2 


1 1.6 


13.3 


8.3 


Other OECD countries 


















Czech Republic 


36.2 


13.8 


16.7 


13.0 


11.3 


10.7 


16.5 


6.6 


Hungary 


34.8 


12.8 


15.3 


12.4 


11.1 


10.5 


15.8 


6.6 


Iceland 


39.3 


20.2 


17.4 


16.0 


15.3 


14.7 


15.6 


7.8 


Norway 


34.1 


16.1 


13.9 


12.4 


13.3 


12.8 


13.7 


7.9 


Poland 


38.3 


15.6 


16.3 


16.5 


12.1 


11.8 


15.5 


6.3 


Switzerland 


31.8 


15.7 


11.8 


11.6 


11.3 


10.5 


12.2 


8.1 


Turkey 


50.6 


25.3 


23.5 


21.9 


18.1 


17.5 


20.3 


8.4 


Country mean 


36.3 


17.6 


15.4 


13.7 


12.5 


12.0 


14.8 


7.8 


Other non-OECD countries 


















Russian Federation 


36.3 


15.8 


14.5 


15.9 


10.3 


9.9 


13.9 


6.5 



Source : OECD Database. 
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A2: EDUCATIONAL ATTAINMENT OF THE ADULT POPULATION 



Indicator A2: 



This indicator shows a profile of 
the educational attainment of 
the adult population and the 
labour force, providing a proxy 
for assessing the average level 
of shill of the labour force. 

On the basis of current 
graduation rates, the indicator 
also projects levels of upper 
secondary attainment in the 
population for the years 1995, 
2005 and 2015. 



Educational attainment 
provides a convenient way of 
measuring shill levels in the 
labour force. 



The proportion of the 
population aged 25 to 64 who 
have completed at least upper 
secondary education ranges 
from 20 to 86 per cent across 
OECD countries. 



Persons with low attainment 
levels are at a distinct 
disadvantage in the labour 
market . 



O 




Educational attainment of the adult population 



Policy context 

A well-educated and well-trained population is important for the social and 
economic well-being of countries. Education plays a role in expanding scien- 
tific knowledge and transforming it into productivity-enhancing technology. 
Education can also raise the skills and competencies of the general popula- 
tion, thereby broadening both economic and social opportunities. 



Educational attainment - and, by extension, labour force qualifications - are 
important factors in determining economic outcomes and the quality of life 
for individuals and society as a whole. Educational attainment is not only an 
indirect measure of how much subject matter students may have learned but 
also of how much competency students have potentially acquired in learning 
civic responsibilities, social skills, work ethics and life skills. 



Evidence and explanations 

Educational attainment is often used as a proxy for measuring the quality or 
average level of skill of the labour force (i.e., as a measure of human capital), 
even if many of the skills are acquired independently of initial education. 
Educational attainment is an indirect measure, largely based on formal edu- 
cational qualifications, and only partially captures the skills and competen- 
cies that are acquired through continuing education and training or other non- 
traditional forms of learning. Furthermore, there is not always a close corre- 
spondence between educational attainment and the skill requirements of 
jobs, which are more difficult to identify and measure. 



Overall levels of educational attainment 

OECD countries differ widely in the average levels of educational attainment 
of their populations (see Chart A2.1). In most OECD countries more than 
60 per cent of the population aged 25 to 64 have completed at least upper 
secondary education and in five countries - the Czech Republic, Germany, 

Norway, Switzerland and the United States - this proportion exceeds 80 per 
cent. In other countries, especially in Southern Europe, the educational struc- 
ture of the adult population shows a different profile, in Greece, Ireland, Italy, 
Luxembourg, Portugal, Spain and Turkey, more than half of the population 
aged 25-64 years have not completed upper secondary education, with a 
figure as high as 80 per cent for Portugal. 

With the increasing skill requirements of jobs in today's economies, persons 
with low levels of educational attainment may find themselves at a distinct 
disadvantage in the labour market (see also Indicators E2, E3 and E4). 
Similarly, countries with a relatively high proportion of persons with low 33 | 
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A2: EDUCATIONAL ATTAINMENT OF THE ADULT POPULATION 



♦ Chart A2. 1 . Distribution of the population by the highest completed level 

of education ( 1995) 
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Countries are ranked in descending order of the percentage of the population attaining educational levels below upper secondary education. 
Source: OECD. 



attainment may find themselves disadvantaged internationally in attracting 
investment in high-technology sectors. 
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Changes in educational 
attainment over time reflect 
changes in the demand for 
shills and knowledge in the 
workforce. 



The proportion of persons not 
reaching upper secondary 
education has been shrinking 
in all OECD countries, but 
substantial differences in 
attainment remain. 



Educational attainment by age cohort 

Of key interest is the flexibility with which education systems have adapted 
to changes in labour markets and socio-economic conditions. Changes in 
educational attainment over time reflect changes in the demand for skills and 
knowledge in the workforce. Changes in educational attainment can also 
follow the increasing emphasis which society places on graduating from sec- 
ondary and tertiary education. One way of looking at differences in educa- 
tional attainment over time is to examine the attainment levels of different 
age cohorts. 

A comparison of the attainment of the population aged 25 to 34 years with the 
attainment of the population aged 55 to 64 years (see Chart A2.1) shows that 
the proportion of persons completing less than upper secondary education 
has been shrinking in all OECD countries. The attainment gap within countries 
is becoming smaller, with younger generations obtaining more education than 
their elders. The difference in attainment of at least upper secondary educa- 
tion between 25-34 year-olds and 55-64 year-olds is 44 percentage points or 
more in Finland and France and it is as high as 63 percentage points in Korea. 
In Austria, Belgium, Greece, Ireland, Italy, Poland, Spain and Sweden this 
difference between generations still exceeds 30 percentage points. However, 
the changes in educational attainment have been uneven in OECD countries 
and substantial differences in educational attainment still remain. Older 
persons may increasingly find their comparatively low levels of skills and 
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The proportion of 
25-64 year olds who have 
completed tertiary education 
ranges between 8 and 47 per 
cent across countries. 



There has been a marked 
increase in the proportion of 
young people who have 
attained a qualification at the 
tertiary level of education. 



Women form the majority of 
those who have completed only 
primary or lower secondary 
education, and are over- 
represented at the non- 
university tertiary level... 

... but the under-representation 
of women at the university 
level is mostly attributable to 
large gender differences in the 
attainment of older age groups. 



Ih the labour force aged 25 
to 64, educational attainment 
is generally higher compared 
with the total population of the 
same age group. 



competencies overtaken by rising qualification requirements, and may find 
their limited basic educational competencies a hindrance in updating their 
qualifications through retraining. 

Differences between countries in educational attainment at the tertiary level 
are even more pronounced (see Table A2.1). In Canada 47 per cent of the 
population aged 25 to 64 years have attained a tertiary level of education - 
with the greater part at the non-university level. In Norway, Sweden and the 
United States this figure is more than 25 per cent, whereas in Austria, Italy 
and Turkey it is only 8 per cent. However, it should be noted that countries 
such as Austria, Denmark, Germany, the Netherlands and Switzerland classify 
many advanced vocational programmes at the upper secondary level. These 
programmes may be similar in content, orientation and qualifications to pro- 
grammes that are classified at the tertiary level in, for example, Canada and 
the United States. 

Rising skill requirements of labour markets, an increase in unemployment 
during recent years and higher expectations of individuals and society have 
led to a marked increase in the proportion of young people who have 
attained a qualification at the tertiary level of education. In Belgium, Canada, 
Korea and Spain the proportion of persons who have attained a tertiary 
qualification is 20 to 22 percentage points higher among 25-34 year-olds than 
among 55-64 year-olds (see also Indicator C5 on enrolment in tertiary educa- 
tional programmes). In Austria, the Czech Republic, Germany, Italy, 
New Zealand, Switzerland and Turkey this difference is below 5 percentage 
points (see Table A2.2b). The smaller increase in tertiary attainment between 
25-34 and 55-64 year-olds in Austria, Germany, Italy and Switzerland may, in 
part, be due to the relatively late completion of the tertiary level of education 
in these countries (see Annex 1). 



Gender differences in educational attainment 

Women are generally over-represented among those who ended their educa- 
tion at a level below upper secondary. There is also a prevalence of young 
women among completers of tertiary programmes that do not lead to a 
university degree or equivalent. Programmes at this level are often of shorter 
duration than university courses, and often lead to occupations with a tradi- 
tionally strong female presence. 

However, the data suggest a trend towards greater equality in the attainment 
of men and women in most OECD countries. Differences in attainment 
between men and women are much more pronounced among older age 
groups; specifically, the proportion of women having attained only primary or 
lower secondary education is much greater among 55 to 64 year-olds than 
among 25 to 34 year-olds (see Table A2.3). It should also be noted that upper 
secondary graduation rates no longer show significant differences between 
men and women (see Indicator Gl), 



Educational attainment levels of the labour force 

A comparison of the distribution of educational attainment levels of the 
labour force aged between 25 and 64 (Table A2.4) with the distribution of 
educational attainment levels of the total population in the same age range 
(Table A2.I) shows a relatively higher percentage of people in the labour 
force with upper secondary and tertiary- level educational qualifications. 

While across countries, on average, the percentage of the adult population 
with at least upper secondary attainment is 60 per cent, it is 65 per cent in the 
adult labour force. The level of educational attainment in the labour force is 
higher than in the general population because adults with more education are 
generally more likely to participate in the labour force (see Indicator El). 35 1 
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Projections of educational 
attainment levels show the 
patterns of attainment which 
will prevail if current 
graduation rates are sustained 
into the future . 

M any countries with low levels 
of attainment in the adult 
population at present will move 
closer to countries with higher 
attainment levels in the future. 



However, these outcomes are 
based on the assumption of no 
change in current graduation 
rates across countries... 



... while these are likely to 
continue rising into the next 
decade. 



Projections of educational attainment levels 

What patterns of educational attainment will prevail if current graduation 
rates are sustained into the future? The projections of educational attainment 
levels up to the year 2015 presented in Table A2.2a provide a means of 
answering this question. 



Projected attainment at ten-year intervals shows that on the basis of current 
graduation and ‘‘second-chance'' education, many countries with low levels of 
attainment at present in the adult population (Greece, Ireland, Italy, Portugal 
and Spain) would move nearer to countries with high attainment levels such 
as the United States (see Table A2.2a). Moreover, between 1995 and 2015 
some countries would overtake others in a ranking of countries by upper 
secondary attainment. 

However, these outcomes are based on the assumption of no change in 
current graduation rates across countries. The projected ranking of countries 
in 2005 and 2015 will remain fairly similar to what existed in 1995. This is in 
spite of the fact that many countries (such as Greece, Italy and Spain) are 
likely to make large strides in the attainment of their adult populations, with 
increases of over 20 percentage points in the proportion of the adult popula- 
tion gaining at least upper secondary education. 

If current graduation rates are maintained, it will take more than 20 years for 
some of the countries with low attainment to move close to the position now 
occupied by countries with high attainment levels. In practice, things will not 
stand still - second-chance education will continue to increase as well as 
graduation rates from initial education in most OECD countries. However, 
these trends are likely to be more pronounced in countries which currently 



♦ Chart A2.2. Percentage of the population 25 to 64 years of age who have completed 
at least upper secondary education (1995, 2005 and 2015) 
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Countries are ranked in descending order of the percentage of the population who have reached ot least upper secondary (1995). 
Source: OECD. 
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Age differences in levels of 
educational attainment are 
likely to be reduced over time. 



Data are derived from National 
Labour Force Surveys ( for 
details see Annex 3). 
Projections are based on the 
UN Population database and 
the UN WorM Population 
Prospects (1950-2050). 



experience lower levels of educational attainment in the adult population. If 
this is the case, countries such as Greece, Ireland, Italy and Spain will move 
closer to attainment levels currently observed in North America and other 
parts of Europe. In countries with already high upper secondary completion 
rates, the average educational attainment level of the population is likely to 
be driven up by further expansion of the tertiary level of education. 

These projections, based on current completion rates, show a narrowing of 
the attainment differences between younger and older age groups. This nar- 
rowing is simply a function of the “static attainment profile” used in the 
projections model (i.e., as the incoming cohort ages 20 years, the educational 
attainment of 25 to 29 year-olds will be carried through to older age groups). 
For many countries with already high attainment levels for their young popu- 
lations, the scope for increasing graduation rates from initial education 
appears to be limited. The option for these countries may be to try to 
accelerate adult education and training in order to enhance human capital at 
the older end of the age distribution. 



Definitions 

The attainment profiles shown here are based on the percentage of the 
population aged 25 to 64 years who have completed a specified highest level 
of education, defined according to the International Standard Classification of 
Education (ISCED 1976). 

However, the education systems of many countries have changed considera- 
bly since the ISCED classification was adopted. As a result, many educational 
programmes now in existence cannot be easily classified and the contents of 
a specific ISCED level may differ between countries. Countries may not 
always classify diplomas and qualifications at the same ISCED levels, even if 
they are received at roughly the same age or after a similar number of years of 
study. Annex I, which shows the average number of years of schooling corre- 
sponding to each completed level of education in each country, sheds some 
light on this question. For details on the methodology see Annex 3. 
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Table A2.1 Percentage of the population 25 to 64 years of age by the highest completed level of education (1995) 





Early childhood, 
primary and lower 
secondary education 


Upper secondary 
education 


Non-university 
tertiary education 


University-level 

education 


Total 


North America 

Canada 


25 


28 


30 


17 


100 


United States 


14 


53 


8 


25 


100 


Pacific Area 

Australia 


47 


29 


10 


14 


100 


Korea 


40 


42 


X 


18 


100 


New Zealand 


41 


34 


15 


10 


100 


European Union 

Austria 


31 


62 


2 


6 


100 


Belgium 


47 


29 


14 


11 


100 


Denmark 


38 


42 


6 


14 


100 


Finland 


35 


45 


9 


12 


100 


France 


32 


50 


8 


11 


100 


Germany 


16 


61 


10 


13 


100 


Greece 


57 


25 


6 


11 


100 


Ireland 


53 


27 


10 


10 


100 


Italy 


65 


27 


X 


8 


100 


Luxembourg 


71 


18 


X 


11 


100 


Netherlands 


39 


39 


a 


22 


100 


Portugal 


80 


9 


4 


7 


100 


Spain 


72 


12 


4 


12 


100 


Sweden 


25 


46 


14 


14 


100 


United Kingdom 


24 


54 


9 


12 


100 


Other OECD countries 

Czech Republic 


17 


73 


X 


11 


100 


Norway 


19 


53 


11 


18 


100 


Poland 


26 


61 


3 


10 


100 


Switzerland 


18 


61 


12 


9 


100 


Turkey 


77 


15 


X 


8 


100 


Country mean 


40 


40 


9 


13 


100 



Source.- OECD Database. See Annex 3 for notes. 
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A2: EDUCATIONAL ATTAINMENT OF THE ADULT POPULATION 



Table A2.2 a Percentage of the population who have completed at least upper secondary education, 

by age group (1995, 2005 and 2015) 









1995 






2005 


2015 




Age 25-34 


Age 35-44 


Age 45-54 


Age 55-64 


Age 25-64 


Age 25-64 


Age 25-64 


North America 
















Canada 


84 


80 


71 


54 


75 


81 


84 


United States 


87 


m 


m 


m 


86 


88 


88 


Pacific Area 
















Australia 


57 


54 


51 


43 


53 


58 


62 


Korea 


86 


61 


39 


23 


60 


m 


m 


New Zealand 


64 


64 


55 


47 


59 


64 


68 


European Union 
















Austria 


81 


73 


66 


50 


69 


76 


79 


Belgium 


70 


58 


47 


31 


53 


64 


70 


Denmark 


69 


65 


61 


47 


62 


66 


69 


Finland 


83 


74 


59 


37 


65 


74 


81 


France 


86 


74 


62 


42 


68 


79 


84 


Germany 


89 


88 


84 


72 


84 


88 


89 


Greece 


64 


50 


34 


21 


43 


57 


66 


Ireland 


64 


51 


36 


27 


47 


58 


66 


Italy 


49 


43 


28 


15 


35 


48 


57 


Luxembourg 


32 


33 


28 


20 


29 


m 


m 


Netherlands 


70 


65 


56 


46 


61 


66 


70 


Portugal 


31 


24 


16 


9 


20 


30 


36 


Spain 


47 


32 


18 


10 


28 


41 


49 


Sweden 


88 


81 


69 


52 


75 


82 


87 


United Kingdom 


86 


80 


72 


59 


76 


82 


86 


Other OECD countries 
















Czech Republic 


91 


86 


83 


70 


83 


m 


m 


Norway 


88 


86 


79 


65 


81 


86 


89 


Poland 


88 


82 


68 


47 


74 


m 


m 


Switzerland 


88 


85 


79 


73 


82 


86 


88 


Turkey 


26 


23 


20 


14 


23 


m 


m 


Country mean 


71 


63 


53 


41 


60 


69 


73 



Source: OECD Database. See Annex 3 for notes. 
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A2: EDUCATIONAL ATTAINMENT OF THE ADULT POPULATION 



Table A2.2 b Percentage of the population who have completed tertiary education, by age group (1995) 





25-34 


35-44 


45-54 


55-64 


North America 










Canada 


53 


49 


46 


33 


United States 


34 


m 


m 


m 


Pacific Area 










Australia 


25 


28 


24 


17 


Korea 


29 


16 


11 


7 


New Zealand 


24 


28 


26 


21 


European Union 










Austria 


9 


11 


7 


4 


Belgium 


33 


27 


22 


13 


Denmark 


20 


25 


21 


14 


Finland 


23 


23 


20 


14 


France 


25 


20 


17 


9 


Germany 


21 


27 


24 


18 


Greece 


26 


21 


14 


8 


Ireland 


27 


21 


16 


1 1 


Italy 


8 


11 


8 


4 


Luxembourg 


11 


14 


12 


6 


Netherlands 


25 


25 


21 


14 


Portugal 


14 


14 


10 


6 


Spain 


27 


18 


11 


6 


Sweden 


29 


32 


29 


20 


United Kingdom 


23 


24 


21 


16 


Other OECD countries 










Czech Republic 


12 


11 


11 


8 


Norway 


32 


33 


27 


18 


Poland 


15 


13 


14 


9 


Switzerland 


22 


23 


21 


17 


Turkey 


8 


9 


10 


6 


Country mean 


23 


22 


18 


12 



Source: OECD Database. See Annex 3 for notes. 
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A2: EDUCATIONAL ATTAINMENT OF THE ADULT POPULATION 



Table A2.3 Percentage of women in the population 25 to 34 and 55 to 64 years of age 
by the highest completed level of education (1995) 





Age group 


Early childhood, 
primary and lower 
secondary education 


Upper 

secondary 

education 


Non-university 

tertiary 

education 


University-level 

education 


Total 


North America 




-- 




..... . 






Canada 


Age 25-34 


45 


51 


51 


50 


50 




Age 55-64 


53 


56 


48 


35 


51 


United States 


Age 25-34 


46 


50 


57 


50 


50 




Age 55-64 


53 


57 


56 


38 


52 


Pacific Area 














Australia 


Age 25-34 


61 


35 


52 


51 


51 




Age 55-64 


60 


35 


44 


37 


50 


Korea 


Age 25-34 


59 


51 


X 


40 


49 




Age 55-64 


63 


24 


X 


13 


53 


New Zealand 


Age 25-34 


56 


45 


66 


43 


51 




Age 55-64 


58 


27 


63 


39 


50 


European Union 














Austria 


Age 25-34 


60 


45 


74 


42 


49 




Age 55-64 


63 


41 


39 


26 


52 


Belgium 


Age 25-34 


45 


48 


62 


46 


49 




Age 55-64 


54 


48 


55 


23 


51 


Denmark 


Age 25-34 


48 


47 


57 


51 


49 




Age 55-64 


59 


42 


47 


43 


51 


Finland 


Age 25-34 


44 


50 


58 


46 


49 




Age 55-64 


53 


56 


46 


36 


52 


France 


Age 25-34 


56 


47 


57 


51 


50 




Age 55-64 


57 


45 


62 


34 


52 


Germany 


Age 25-34 


58 


49 


44 


44 


49 




Age 55-64 


73 


47 


26 


25 


50 


Greece 


Age 25-34 


51 


52 


52 


57 


52 




Age 55-64 


56 


47 


28 


26 


52 


Ireland 


Age 25-34 


43 


57 


53 


50 


50 




Age 55-64 


49 


59 


58 


34 


50 


Italy 


Age 25-34 


48 


52 


X 


53 


50 




Age 55-64 


54 


44 


X 


32 


52 


Luxembourg 


Age 25-34 


49 


52 


X 


42 


49 




Age 55-64 


55 


38 


X 


22 


51 


Netherlands 


Age 25-34 


48 


50 


a 


48 


49 




Age 55-64 


62 


38 


a 


35 


50 


Portugal 


Age 25-34 


49 


54 


72 


58 


52 




Age 55-64 


53 


35 


74 


33 


53 


Spain 


Age 25-34 


48 


49 


44 


57 


50 




Age 55-64 


54 


42 


23 


37 


52 


Sweden 


Age 25-34 


44 


49 


53 


49 


49 




Age 55-64 


49 


51 


51 


46 


50 


United Kingdom 


Age 25-34 


54 


49 


52 


44 


49 




Age 55-64 


63 


43 


61 


31 


52 


Other OECD countries 














Czech Republic 


Age 25-34 


56 


49 


X 


42 


49 




Age 55-64 


76 


45 


X 


31 


53 


Norway 


Age 25-34 


43 


47 


52 


55 


49 




Age 55-64 


56 


50 


48 


35 


51 


Poland 


Age 25-34 


45 


48 


80 


54 


49 




Age 55-64 


61 


46 


77 


44 


54 


Switzerland 


Age 25-34 


62 


53 


25 


38 


49 




Age 55-64 


73 


52 


18 


26 


52 


Turkey 


Age 25-34 


52 


41 


a 


44 


49 




Age 55-64 


m 


38 


a 


25 


m 


Country mean 


Age 25-34 


51 


49 


56 


48 


50 




Age 55-64 


59 


44 


49 


32 


52 



Source: OECD Database. See Annex 3 for notes. 








I 



4IJ 



A2: EDUCATIONAL ATTAINMENT OF THE ADULT POPULATION 



Table A2.4 Percentage of the labour force 25 to 64 years of age by the highest completed level of education (1995) 



Early childhood, 
primary and lower 
secondary education 


Upper secondary 
education 


' Non-university 
tertiary education 


University-level 

education 


Total 


North America 












Canada 


19 


29 


32 


19 


100 


United States 


11 


52 


9 


28 


100 


Pacific Area 












Australia 


42 


31 


12 


16 


100 


Korea 


39 


41 


X 


20 


100 


New Zealand 


36 


37 


16 


12 


100 


European Union 












Austria 


24 


66 


2 


7 


100 


Belgium 


37 


32 


17 


14 


100 


Denmark 


33 


44 


7 


16 


100 


Finland 


30 


47 


10 


13 


100 


France 


25 


54 


9 


12 


100 


Germany 


12 


62 


11 


15 


100 


Greece 


52 


26 


8 


15 


100 


Ireland 


45 


29 


12 


13 


100 


Italy 


56 


33 


X 


1 1 


100 


Luxembourg 


63 


21 


X 


16 


100 


Netherlands 


31 


43 


a 


27 


100 


Portugal 


76 


10 


4 


9 


100 


Spain 


64 


15 


6 


16 


100 


Sweden 


24 


47 


14 


15 


100 


United Kingdom 


19 


57 


10 


14 


100 


Other OECD countries 












Czech Republic 


12 


76 


X 


12 


100 


Norway 


15 


53 


12 


20 


100 


Poland 


21 


64 


4 


12 


100 


Switzerland 


15 


61 


14 


10 


100 


Turkey 


76 


15 


a 


9 


100 


Country mean 


35 


42 


10 


15 


100 



Source: OECD Database. See Annex 3 for notes. 
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A3: EXPECTED YEARS IN EMPLOYMENT, UNEMPLOYMENT AND OUTSIDE THE LABOUR MARKET 



Indicator A3: 



This indicator shows how the 
years between the ages 25 and 
64 are divided between 
employment, unemployment 
and time outside the labour 
market for individuals at each 
level of educational attainment. 



Persons with tertiary 
attainment can expect to spend 
more years employed than 
persons with upper secondary 
education or less. 



But estimates of expected time 
in employment, unemployment 
and inactivity assume that 
current labour market 
conditions will continue into the 
future . 



O 




Expected years in employment, unemployment 
and outside the labour market 
between ages 25 and 64 
by level of educational attainment 



Policy context 



The effect of educational attainment on the labour force status of a typical 
person manifests itself not just at a single point in time, but over the entire 
life cycle. In particular, it affects the total number of years over a lifetime 
which are spent in employment, in unemployment and outside the labour 
force. While social and labour market policies are often designed to deal with 
the immediate labour force status of an individual, the effects of educational 
attainment on labour force activity are cumulative and likely to have a larger 
long-term impact. The expected number of years employed, unemployed and 
out of the labour market between the ages 25 and 64 by level of educational 
attainment can provide a long-term perspective on the relationship between 
educational attainment and labour force activity. 



Evidence and explanations 

Expected years in employment tend to rise with the level of educational 
attainment, except in Greece and Turkey and for females in Korea. Over the 
period between the ages of 25 and 64, persons with tertiary attainment in 
OECD countries can expect to spend on average more years in employment 
and fewer years in unemployment or out of the labour force than can persons 
with upper secondary education or less. For women, the differences in 
expected years in employment between tertiary graduates and women with 
lower levels of education are substantial. Over the life cycle, the trade-off 
seems to be more between employment and time outside the labour force 
than between employment and unemployment - that is, lower expected 
years in employment tend to be mirrored more by higher expected years 
outside the labour force than by years in unemployment. This reflects both 
lower participation rates and a higher incidence of early retirement among 
those with lower levels of education. 

The estimates shown here of expected time in employment, in unemploy- 
ment and outside the labour force over the period from 25 to 64 years of age 
need to be treated with some caution. They are based on the observed 
labour force situation of persons presently 25 to 64 years of age and assume 
that current labour market conditions will continue into the future, both in 
general and for each attainment level and age group. Older persons with low 
attainment levels (particularly less than upper secondary) who are currently 
in the labour force started work at a time in the past when low educational 
levels were less of a handicap. 43 \ 
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A3: EXPECTED YEARS IN EMPLOYMENT, UNEMPLOYMENT AND OUTSIDE THE LABOUR MARKET 



♦ Chart A3. 1 . Expected years in employment, out of the labour force and in unemployment 
for persons aged 25-64, men and women (1995) 



Below upper 
secondary 
education 





Australia 





Austria 




Upper Tertiary 

secondary education 

education 





Below upper 
secondary 
education 



Upper 

secondary 

education 



Tertiary 

education 



United Kingdom 



Netherlands 



Germany 



Greece 



Portugal 



Belgium 



Canada 



France 



Spain 



Turkey 



Poland 



Finland 




1 I Expected years out of the labour force L _J 



I I Expected years in unemployment I I 



Countries ore ranked in descending order of the years in employment for men with upper sec ondory education. 
| 44 Source: OECD. 
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A3: EXPECTED YEARS IN EMPLOYMENT, UNEMPLOYMENT AND OUTSIDE THE LABOUR MARKET 



On average across countries, 
women are expected to spend 
about 9 years more outside the 
labour force than men between 
the ages of 25 and 65. 



Variation between countries is 
much greater for women than 
for men . 



Differences in expected years in 
employment between tertiary 
graduates and those with lower 
levels of education are larger 
for women than for men. 



Differences in expected years of 
unemployment across 
educational levels are small. 



On average across OECD countries for all levels of educational attainment, 
males between the ages of 25 and 64 spend 6 years outside the labour force 
and 2 years unemployed. Expected years of employment vary between 27 in 
Finland and 37 in Switzerland, years outside the labour force range from 2 and 
a half in Switzerland to 9 in Belgium and Poland, and years of unemployment 
from one-half in the Czech Republic, Korea and Luxembourg to about 5 in 
Finland and Spain. Women have, on average across countries, about 9 years 
less of expected employment and 9 years more of expected time outside the 
labour force than have men. The greatest differences in the numbers of years 
for which men and women can expect to be employed - around 14 years or 
more - are found in Greece, Ireland, Italy, Korea, Luxembourg, Spain and 
Turkey. Expected years of unemployment are roughly equal for men and 
women. 

Variation between countries in labour force activity is much greater for women 
than for men. Expected years of employment for women vary between 1 1 in 
Turkey and 33 in Sweden, years out of the labour force between 5 in Sweden 
and 28 in Turkey, and years of unemployment between a few months in Korea 
and 5 years in Finland and Spain. 

The average 25 year-old man with tertiary- level attainment in OECD countries 
can expect to spend, over the period between his 25th and 65th birthdays, 
over 34 years in employment, about a year and a half in unemployment and 
over 4 years outside the labour force. The corresponding figures for a female 
tertiary graduate are 29 years in employment, 1 .3 years in unemployment and 
about 10 years outside the labour force. By contrast, a man with upper 
secondary attainment can expect to spend about 32 years in employment, 
2 years in unemployment and 6 years outside the labour force, the estimates 
for women being about 23 years in employment, 2 years in unemployment 
and 15 years outside the labour force. Thus, on average across all countries 
and between the ages of 25 and 65, tertiary attainment results in only two and 
a half more years of employment among male tertiary graduates but six more 
years of employment for female tertiary graduates relative to upper secon- 
dary completers of the same gender. Differences between the genders are 
therefore less marked for those with higher educational attainment levels. 

Over the life cycle, educational attainment appears to have a larger impact on 
the extent of employment and of time outside the labour force than on the 
extent of unemployment. Unemployment, although it can be prolonged in 
some countries, is generally sporadic, whereas years outside the labour force 
can accumulate rapidly as a result of more or less permanent withdrawal from 
the labour force, for example because of caring for children, inadequate skill 
levels or early retirement. 



Definitions 



Data are derived from National 
Labour Force Surveys (for 
details see Annex 3). 




This indicator shows expected years in employment, outside the labour force 
and in unemployment for men and women aged 25 to 64 with different levels 
of educational attainment. These estimates are calculated by summing, over 
all age groups, the product of age-specific ratios of employment, unemploy- 
ment and inactivity to population ratios and the number of years in each 
corresponding age group (see Annex 3 for a description of the methodology). 
The total number of years spent in the three statuses, that is, employed, 
unemployed and not in the labour force, is 40 - the number of years from 25 
to 64 years. The labour force statuses are defined according to the guidelines 
specified by the International Labour Office. 
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A3: EXPECTED YEARS IN EMPLOYMENT ' UNEMPLOYMENT AND OUTSIDE THE LABOUR MARKET 



Table A3. la Expected years In employment, out of the labour force and In unemployment 

for men aged 25-64 (1995) 







Expected years 
in employment 




Expected years 
out of the labour market 


Expected years 
in unemployment 


Below upper secondary education 


Upper secondary education 


Tertiary education 


All levels of education 


Below upper secondary education 


Upper secondary education 


Tertiary education 


All levels of education 


Below upper secondary education 


Upper secondary education 


Tertiary education 


All levels of education 


North America 










— 

















Canada 


25.8 


30.8 


32.7 


30.3 


10.1 


6.4 


5.1 


6.9 


4.1 


2.8 


2.3 


2.8 


United States 


25.4 


32.2 


35.4 


32.3 


11.6 


6.1 


3.5 


6.1 


3.0 


1.7 


1.1 


1.7 


Pacific Area 


























Australia 


28.9 


32.3 


34.4 


31.5 


7.6 


5.5 


4.0 


6.0 


3.5 


2.2 


1.6 


2.5 


Korea 


35.2 


35.7 


36.7 


35.7 


4.2 


3.7 


2.7 


3.7 


0.6 


0.6 


0.6 


0.6 


New Zealand 


29.5 


34.5 


35.2 


32.6 


8.2 


4.4 


3.6 


5.9 


2.3 


1.1 


1.2 


1.5 


European Union 


























Austria 


28.9 


31.8 


35.8 


31.4 


9.5 


7.3 


3.6 


7.6 


1.6 


0.9 


0.6 


1.0 


Belgium 


25.8 


31.3 


33.7 


29.0 


11.2 


7.3 


5.4 


9.0 


3.0 


1.4 


0.9 


2.0 


Denmark 


27.7 


32.2 


35.2 


30.8 


8.4 


4.9 


2.9 


6.1 


4.0 


2.8 


2.0 


3.1 


Finland 


23.3 


26.8 


31.7 


26.6 


9.9 


7.4 


5.2 


8.1 


6.8 


5.8 


3.1 


5.3 


France 


26.3 


30.8 


33.2 


29.8 


9.3 


6.7 


4.6 


7.4 


4.4 


2.5 


2.1 


2.8 


Germany 


26.9 


31.5 


34.8 


31.9 


8.6 


6.2 


3.6 


5.7 


4.5 


2.3 


1.6 


2.4 


Greece 


33.0 


31.5 


32.9 


32.8 


5.2 


6.9 


5.2 


5.4 


1.8 


1.7 


1.9 


1.8 


Ireland 


27.2 


32.9 


35.4 


30.0 


7.8 


4.7 


3.2 


6.5 


5.0 


2.3 


1.4 


3.5 


Italy 


28.8 


31.8 


34.0 


29.7 


9.0 


6.9 


4.2 


8.4 


2.2 


1.4 


1.8 


1.9 


Luxembourg 


29.8 


33.1 


36.0 


31.1 


9.5 


6.3 


3.9 


8.3 


0.7 


0.6 


0.1 


0.6 


Netherlands 


27.8 


31.7 


33.1 


30.7 


10.3 


7.2 


5.8 


8.0 


1.9 


1.1 


1.1 


1.4 


Portugal 


32.1 


31.4 


35.2 


32.3 


6.0 


6.9 


3.5 


6.0 


1.9 


1.6 


1.4 


1.8 


Spain 


27.3 


30.6 


32.8 


28.4 


7.2 


5.5 


4.2 


6.8 


5.6 


3.9 


2.9 


4.8 


Sweden 


32.2 


33.6 


35.1 


33.6 


3.5 


3.0 


2.9 


3.2 


4.3 


3.3 


2.0 


3.2 


United Kingdom 


24.6 


31.8 


34.2 


31.0 


10.0 


5.3 


4.2 


6.0 


5.4 


2.9 


1.6 


3.0 


Other OECD countries 


























Czech Republic 


27.1 


33.4 


36.5 


33.2 


10.1 


6.0 


3.4 


6.1 


2.8 


0.6 


0.2 


0.7 


Norway 


28.6 


33.6 


36.3 


33.2 


9.3 


5.0 


2.8 


5.4 


2.2 


1.4 


0.9 


1.4 


Poland 


24.8 


27.9 


33.6 


28.1 


10.6 


9.2 


5.1 


8.9 


4.6 


2.9 


1.3 


3.0 


Switzerland 


33.7 


36.7 


37.3 


36.5 


4.0 


2.5 


2.0 


2.5 


2.3 


0.9 


0.7 


1.0 


Turkey 


35.3 


28.4 


29.9 


34.0 


3.0 


9.9 


9.2 


4.4 


1.7 


1.6 


1.0 


1.6 


Country mean 


28.6 


31.9 


34.4 


31.5 


8.2 


6.0 


4.2 


6.3 


3.2 


2.0 


1.4 


2.2 



Source: OECD Database. See Annex 3 for notes. 
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A3: EXPECTED YEARS IN EMPLOYMENT, UNEMPLOYMENT AND OUTSIDE THE LABOUR MARKET 



Table A3. 1 b Expected years In employment, out of the labour force and In unemployment 

for women aged 25-64 (1995) 







Expected years 
in employment 




Expected years 
out of the labour market 


Expected years 
in unemployment 


Below upper secondary education 


Upper secondary education 


Tertiary education 


All levels of education 


Below upper secondary education 


Upper secondary education 


Tertiary education 


All levels of education 


Below upper secondary education 


Upper secondary education 


Tertiary education 


All levels of education 


North America 


























Canada 


16.9 


24.4 


28.3 


24.2 


20.5 


13.4 


9.8 


13.7 


2.6 


2.2 


1.8 


2.1 


United States 


17.4 


26.4 


30.9 


26.4 


21.0 


12.3 


8.3 


12.4 


1.6 


1.3 


0.8 


1.2 


Pacific Area 


























Australia 


20.3 


22.1 


28.7 


22.5 


18.4 


16.4 


10.2 


16.2 


1.3 


1.4 


1.1 


1.3 


Korea 


23.3 


17.4 


19.2 


21.9 


16.6 


22.4 


20.7 


18.0 


0.1 


0.2 


0.1 


0.2 


New Zealand 


21.3 


27.2 


28.9 


24.5 


17.4 


11.8 


10.3 


14.4 


1.3 


0.9 


0.8 


1.0 


European Union 


























Austria 


19.9 


23.6 


30.1 


22.7 


18.7 


15.5 


9.2 


16.3 


1.3 


0.8 


0.7 


1.0 


Belgium 


14.0 


20.6 


27.1 


19.3 


22.5 


17.0 


11.9 


18.3 


3.5 


2.5 


1.1 


2.4 


Denmark 


22.6 


29.3 


33.6 


26.8 


12.8 


7.4 


4.9 


9.7 


4.6 


3.3 


1.5 


3.4 


Finland 


21.1 


25.7 


30.6 


25.1 


12.6 


9.4 


7.2 


10.2 


6.3 


4.9 


2.2 


4.7 


France 


18.3 


24.2 


28.9 


23.1 


17,8 


12.5 


9.3 


13.8 


3.9 


3.3 


1.8 


3.1 


Germany 


15.7 


24.3 


30.5 


23.4 


21.9 


13.0 


7.5 


14.1 


2.4 


2.7 


2.1 


2.5 


Greece 


14.8 


14.2 


24.1 


17.0 


23.4 


23.7 


13.6 


20.9 


1.8 


2.1 


2.3 


2.1 


Ireland 


10.6 


18.0 


27.8 


16.2 


26.8 


20.4 


11.1 


21.8 


2.6 


1.6 


1.2 


1.9 


Italy 


12.0 


21.3 


27.8 


15.4 


26.1 


16.8 


9.7 


22.6 


2.0 


1.9 


2.5 


2.0 


Luxembourg 


14.2 


22.5 


29.7 


16.7 


24.9 


17.1 


10.0 


22.5 


0.9 


0.5 


0.3 


0.8 


Netherlands 


15.2 


22.2 


27.5 


20.1 


23.1 


16.3 


11.2 


18.4 


1.6 


1.5 


1.2 


1.5 


Portugal 


22.6 


24.8 


33.2 


24.0 


15.6 


13.2 


6.0 


14.3 


1.8 


2.0 


0.9 


1.7 


Spain 


11.1 


18.3 


26.6 


13.7 


24.2 


16.5 


9.3 


21.6 


4.7 


5.2 


4.1 


4.7 


Sweden 


28.2 


32.9 


35.4 


32.5 


8.3 


4.6 


3.3 


5.2 


3.5 


2.6 


1.3 


2.4 


United Kingdom 


19.7 


27.6 


31.6 


26.2 


18.3 


10.7 


7.3 


12.2 


2.0 


1.7 


1.0 


1.6 


Other OECD countries 


























Czech Republic 


22.4 


28.4 


33.5 


27.4 


15.7 


10.8 


6.2 


11.7 


1.9 


0.8 


0.3 


1.0 


Norway 


21.0 


29.5 


34.6 


28.9 


17.3 


9.5 


4.9 


10.1 


1.7 


1.0 


0.6 


1.0 


Poland 


18.2 


22.2 


29.3 


22.6 


17.8 


14.5 


9.3 


14.4 


3.9 


3.3 


1.3 


3.0 


Switzerland 


24.2 


26.6 


30.7 


26.3 


14.2 


12.6 


8.6 


12.8 


1.6 


0.9 


0.7 


1.0 


Turkey 


10.7 


8.2 


19.8 


11.1 


28.9 


30.7 


19.6 


28.4 


0.4 


1.1 


0.6 


0.5 


Country mean 


18.2 


23.3 


29.1 


22.3 


19.4 


14.7 


9.6 


15.8 


2.4 


2.0 


1.3 


1.9 



Source: OECD Database. See Annex 3 for notes. 
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Chapter B 



FINANCIAL AND HUMAN RESOURCES 
INVESTED IN EDUCATION 



Education is an investment in human skills that can help foster economic growth and enhance productiv- 
ity, that can contribute to personal and social development, and that can reduce social inequality. Like any 
investment, it involves both costs and returns. This chapter provides a comparative examination of cost 
patterns in OECD countries, whereas monetary and labour market returns to education are examined in 
Chapter E. 

The 1997 edition of Education at a Glance examines four aspects of education spending patterns: 

- How investments in education compare with the levels of national resources in countries. 

- Who pays for education - through an analysis of the sources of funding. 

- How the resources that countries invest are used - through an examination of educational expenditure 
by resource, or functional, category and a comparison of student/teaching staff ratios. 

- Unit costs. 

The indicators presented in this chapter can assist in the comparative analysis of cost patterns and 
resource utilisation. 

Indicator B1 examines the proportion of national resources devoted to educational institutions, the 
sources of these funds and the levels of education to which they are directed. The nature of the expenditure, 
in particular the proportion of current expenditure that is accounted for by the compensation of staff 
(including both salary and non-salary compensation), is shown in Indicator B5. 

Indicator B2 provides another way of comparing the national resources invested in education, by 
examining the share of total national public expenditure that is spent on education. 

While Indicators B1 and B2 provide a broad picture of the resources devoted to education, they need to 
be interpreted in the light of a number of inter-related supply and demand factors, such as the demographic 
structure of the population (Indicator Al), enrolment rates (Indicator Cl), the level of income per capita and 
national price levels for educational resources. The relative size of the youth population, for example, shapes 
the potential demand for initial education and training in a country. The greater this proportion, the more 
resources need to be devoted to education, other things being equal. Similarly, participation rates affect 
expenditure on education: the higher the enrolment rates, the more financial resources will be required, 
again other things being equal. 

The data for Indicator B2 are also affected by various patterns of public spending. The proportion of total 
public expenditure devoted to education is affected by the relative size of public budgets (in relation to 
GDP), and by the degree to which the private sector is involved in the financing of education. For example, 
countries that require students to pay tuition fees and/or to fund most or all of their living expenses are likely 
to devote a smaller percentage of public funds to tertiary education, other things being equal, than countries 
that provide "free" tertiary education and/or generous public subsidies to tertiary students. Similarly, 
countries in which private enterprises contribute significantly to the education of students (such as those 
which have adopted the dual system) can be expected to devote a comparatively lower share of public 
expenditure to education. 

Indicator B3, which is still at the development stage, provides a tentative breakdown of what arrange- 
ments governments make for the distribution of subsidies to households to cover educational expenses. 
While Indicators BI and B2 focus on expenditure on educational institutions, B3 broadens the perspective by 
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taking into account all public transfers to households, not just those that will be used to pay tuition and other 
fees in educational institutions. 

The various financial resources spent on education taken together translate eventually into a more 
amenable statistic, the amount of funds ultimately spent per student (Indicator B4). Policy-makers must 
balance the need to improve the quality of educational services against the need to expand access to 
educational opportunities. They must also decide how to apportion expenditure per student among the 
different levels of education - including continuing education and training - and among different types of 
education programmes. For example, some countries emphasise broad access to higher education while 
others invest in near-universal education for children as young as two or three. Since there are no absolute 
standards for the resources per student needed to ensure optimal returns for both the participant and 
society as a whole, international comparisons of national investment in education provide an important 
insight. Spending per student is examined in this chapter both in absolute terms and in the light of national 
levels of GDP per capita. 

As both the typical duration and the typical intensity of tertiary study varies between countries (see 
Indicator G2), variations between countries in annual expenditure per student on educational services do not 
accurately reflect the variability in the total cost of educating the typical student at the tertiary level. Today, 
students can choose from a range of types of institution and enrolment options to find the best fit between 
their degree objectives, abilities, personal interests and social and economic circumstances. Many students 
attend part-time, work while enrolled, attend sporadically, and attend more than one institution before 
graduating. These varying enrolment patterns can affect the interpretability of expenditure per student. 
Some countries count every participant at the tertiary level as a full-time student while others determine a 
student’s intensity of participation by the credits he or she obtains for successful completion of specific 
course units during a certain reference period. Moreover, comparatively low annual expenditure per student 
may actually translate into comparatively high overall costs of tertiary education if the typical duration of 
tertiary studies is very long. To shed light on this, Indicator B4 compares countries with respect to the 
average expenditure that is incurred per student throughout the course of studies. 

In addition to financial resources, the intangible qualities of dedicated teachers are of utmost impor- 
tance. Indicator B7 shows the percentage of the labour force employed in education and Indicator B8 shows 
the ratio of students enrolled to teaching staff by level of education. The percentage of the total employed 
population that is employed in education is an indicator of the proportion of a country’s human resources 
that are devoted to educating the population. The ratio of students to teaching staff is an important indicator 
of how financial resources for education translate into human resources for students. 
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Indicator Bl: 



Tfi/s indicator examines the 
proportion of national resources 
devoted to educational 
institutions, the sources from 
which this expenditure 
originates and the levels of 
education to which it is 
directed. 



As a whole , OECD countries 
spend 5.9 per cent of GDP in 
support of their educational 
institutions . 



Educational expenditure relative to Gross 
Domestic Product 



Policy context 

Expenditure on education is an investment that can help foster economic 
growth, enhance productivity, contribute to personal and social development 
and reduce social inequality. So long as the private and social returns on that 
investment are sufficiently greater than the relevant costs, there is encourage- 
ment for enrolment to expand and overall investment to increase. 

This indicator measures the relative share of a nation’s wealth that is invested 
in education. The share of total financial resources devoted to education is 
one of the key choices made in each country, a choice made aggregately by 
governments, heads of enterprises, and individual students and their fami- 
lies. Rising demands for education require innovative strategies to mobilise 
new resources, improve efficiency and stimulate education systems to be 
responsive. Governments are forging new partnerships in which different 
actors and stakeholders can participate more fully and share the costs and 
benefits more equitably. In particular, public funding is now increasingly seen 
as providing only a part, albeit a very significant part, of the investment in 
education and private sources of funds are playing an increasingly important 
role. Here the debate focuses in many countries on the question to what 
extent the costs of education should be shared by the individuals who bene- 
fit from education and by society as a whole. This has led to debate over the 
questions of access to different educational opportunities, as well as the 
allocation of available resources among the various levels of education and 
types of education and training. 

In reappraising the amount that they spend on education, governments need 
to take a view both on how much education should be provided and on how 
effectively existing resources are being used. While this indicator cannot 
answer these questions directly, it provides a point of reference with respect 
to the structure of educational expenditure in countries with comparable 
levels of economic development. 



Evidence and explanations 

Overall levels of investment in relation to GDP 



In all OECD countries, education consumes a significant proportion of national 
resources. Taking into account both public and private sources of funds, 

OECD countries as a whole spend 5.9 per cent of their collective GDP in 
support of their educational institutions and in only 5 of 21 reporting coun- 
tries is it less than 5 per cent of GDP. Under current conditions of tight public 
budget constraints, such a large spending item is subject to close scrutiny by 
governments looking for ways to trim or limit the growth of expenditure. 5/ | 
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♦ Chart B I . I . Expenditure on educational institutions as a percentage of GDP, by source of funds ( 1 994) 



C3 Direct public expenditure on educational institutions □ Private payments to educational institutions (excluding public 

□ Total public subsidies to households and other private entities subsidies to households and other private entities) 

(excluding public subsidies for student living costs) 



% of GDP 
5 . 



Primary and secondary level 



% of GDP 

. 5 




% of GDP 

3 . 



Tertiary level 



% of GDP 

. 3 




% of GDP 

8 . 



All levels of education combined 



% of GDP 

. 8 




Countries are ranked in descending order of total expenditure from both public and private sources on educational institutions for all levels of education combined. 
| 52 Source: OECD. 
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Most of this amount, 4.7 per 
cent, is accounted for by direct 
public expenditure on 
educational institutions. 



Although government spending 
is the main source of 
educational funding, 
contributions by households 
and enterprises are significant. 



Most of this amount, 4.7 per cent of the collective GDP, is accounted for by 
direct public expenditure on educational institutions. The next largest share 
consists of private payments to educational institutions (accounting for 
1.2 per cent of the overall GDP of OECD countries). Public subsidies to 
households and other private entities for educational institutions comprise 
another 0.08 per cent of GDP. 

In some countries, private payments other than to educational institutions 
(e.g. expenditure by households on student living expenses, books, and other 
supplies) are substantial, exceeding 0.5 per cent of GDP in Finland, the 
Netherlands, Norway, Spain, Sweden and Turkey. Government financial aid to 
students for living expenses is also substantial in many countries, ranging 
from below 0.05 per cent of GDP in Korea, Greece, and the United States to 
over 1 per cent of GDP in Denmark, Norway and Sweden (see Table Bl.la). 

There is considerable variation between countries in the percentage of GDP 
spent by both public and private sources on educational institutions. This 
ranges from below 3.5 per cent in Greece and Turkey to 7 per cent or more in 
Canada and Denmark. Many factors influence the relative position of coun- 
tries on such an indicator: high expenditure countries may be enrolling larger 
numbers of students while low expenditure countries may either be very 
efficient in delivering education or may be limiting access to higher levels of 
education; the distribution of enrolments between sectors and fields of study 
may differ as may the duration of studies; the scale and organisation of linked 
research activities may vary; and so on. 



Expenditure on education by source of funds 

Government spending continues to be the main source of educational fund- 
ing in OECD countries. The percentage of GDP spent by governments on 
educational institutions varies by more than a factor of two across OECD 
countries, ranging from 3.8 per cent or less in Greece, Japan, Korea and 
Turkey to over 6.5 per cent in the Nordic countries (Denmark, Finland, Norway 
and Sweden) (see Table Bl.la). Inclusion of public subsidies to households 
(e.g. scholarships and loans to students for tuition and fees) and other private 
entities for education (e.g. subsidies to firms or labour organisations that 
operate apprenticeship programmes) increases the percentage by more than 
0.4 per cent in Canada and New Zealand. 

Although the primary concern of governments generally relates to expendi- 
ture of public origin, a broader understanding of how the private sector can 
be mobilised to fund educational activities is also important for policy-mak- 
ers. More and more, public funding is seen as providing only a part, albeit a 
very significant part, of total educational investment. Particularly at the terti- 
ary level of education, financial mechanisms are being used to leverage the 
participation of the learners and third-party payers in the funding of tertiary 
education (see Box). 

In many countries, households, enterprises and other private entities contrib- 
ute significantly to the funding of education. For example, among the 19 coun- 
tries supplying data on non-governmental payments to educational institu- 
tions, in seven countries private contributions account for about 15 per cent 
or more of total expenditure on educational institutions. 

Ideally, this indicator should cover both direct private costs (such as tuition 
and other education-related fees and the costs of textbooks, uniforms and 
transportation) as well as indirect private costs (lost output when employees 
participate in on-the-job training). However, many of these private costs are 
difficult to measure and to compare internationally. The indicator therefore 
focuses on public and private expenditure on educational institutions. 
Although the relative share of private expenditure on educational institutions $3 i 
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Funds generated by the private 
sector amount, for the reporting 
countries taken as a whole, to 
1.2 per cent of GDP but there 
are wide differences between 
countries. 



in many countries may appear comparatively low r it should be remembered 
that the total costs which families incur for the education of their children can 
far exceed the private payments to educational institutions captured in this 
indicator. It should also be noted that the coverage of private sources of 
funds in this indicator is not complete in many countries. 

If the 19 OECD countries providing private expenditure data are taken as a 
whole, the private sector is the source of 20 per cent of aggregate expenditure 
on educational institutions, amounting to 1.2 per cent of aggregate GDP in 
1994. These countries differ significantly, however, in the degree to which 
expenditure on educational institutions is shared by the beneficiaries of 
education and society as a whole. For example, private payments to educa- 
tional institutions (net of public subsidies) exceed 1.0 per cent of GDP in 
Germany, Japan, Korea, Mexico and the United States. In Germany, Japan, 
Korea and the United States more than 22 per cent of initial funds for educa- 
tional institutions originate in the private sector (see also Chart B2.3). 
Whereas in Korea and the United States most of this expenditure comes from 
households, in Germany funds from business enterprises provide and sup- 
port the work-based component of the dual apprenticeship system. In 
Australia, Canada, Denmark, France, Hungary, Iceland, Ireland and Spain, the 
private share of expenditure still lies between 0.42 and 0.92 per cent of GDP, 
which corresponds to a relative share of private funds for educational institu- 
tions of between 6.0 and 16.1 per cent. The proportion of expenditure on 
educational institutions that is funded by the private sector is 3 per cent or 
less in Italy, the Netherlands, Sweden and Turkey. 

If the indicator is broadened to include funds from international sources as 
well as all public subsidies to students and households as far as these are 
attributable to household payments to educational institutions, then the 
proportion of educational expenditure rises to more than 7.2 per cent of GDP 
in Canada and the Nordic countries (except for Norway, where no data were 
available), and to between 6 and 7 per cent in Australia, France, Germany, 
Hungary, Ireland, Korea and the United States, while it remains below 5 per 
cent in Greece, Italy, Japan and Turkey. However, the coverage of public 
subsidies to households in these data is still uneven across countries. 



Options for the funding of tertiary institutions 



While at lower levels of education funding is largely provided by governments, more variation can be 
observed at the higher levels of education, where participants are often considered the primary beneficiaries. 
Countries have found different ways of securing funding for tertiary education: 

One option has been for government authorities to define an "appropriate’’ level of tuition fees, financed in 
different ways (see also Indicator B3). For example, the Higher Education Contribution Scheme in Australia 
obliges every student to repay about one-fourth of the costs of instruction for each year of study leading to the 
first degree. In New Zealand, the formula for core funding provides about 80 per cent of the 'fully budgeted’ 
level of support per student, leaving to each institution the decision to establish a schedule of tuition fees. 
Students can finance the tuition fees through student loans, to be repaid in instalments in periods when 
incomes exceed a threshold. 

A second option has been to shift all or part of the responsibility for financing student maintenance costs 
from the public education budget to either the student and his or her family or to other government depart- 
ments, such as unemployment or training funds. In Germany and Sweden, student financial support is provided 
partly in the form of a grant and partly in the form of a subsidised loan. The debate continues in both countries 
on the appropriate balance between the two components, although the principle of some level of student 
repayment obligation is not in question. In France, proposals to rationalise further indirect support for students 

( continued on next page) 
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(continued) 

have figured in the public debate on financing and reform. Recent changes in social insurance eligibility criteria 
in Denmark have already brought otherwise inactive beneficiaries into tertiary education; for these new tertiary 
education learners, social insurance budgets will bear at least some share of the maintenance costs. 

A third option has been to strengthen the external earnings capacity of educational institutions, both in 
teaching and training services and in a range of other activities. Such activities increase the scope for subsidising 
traditional education programmes. For example, contract teaching, international programmes and 
research - funded from other sources - can help to underwrite administrative overheads, as well as to support 
teaching and learning. 

A fourth option, related to the previous one, has been to promote the development of new forms of 
teaching and learning in partnership with business and industry, as in the Enterprise in Higher Education 
initiative in the United Kingdom. These initiatives not only build on the expertise and contexts for learning 
residing in the partner organisations, but draw on financial, human and material resources provided by the 
partners {both private and public, in the latter case from other budget functions and regional and local 
authorities). This is one means of drawing financial resources from business and industry into tertiary institu- 
tions. 

A fifth option has been to draw systematically on full or part-time student earnings, in part building on 
changes in study programmes which cater for alternate periods of work and study. While earnings generated 
through concurrent or consecutive work both permit learners to shoulder a larger share of the investment in 
tertiary education and give them an introduction to the world of work, they also may delay their studies and 
transition to full-time employment. 

Source: OECD, T hematic Review of the First Years of Tertiary Education (forthcoming). 



Tfie percentage of GDP 
devoted to the primary and 
secondary levels follows by and 
large the overall spending 
pattern... 



... whereas at the tertiary level 
there are marked differences 
between countries. 



Expenditure on educational institutions by level of education 

The percentage of GDP devoted to the primary and secondary levels across 
countries follows, by and large, the overall spending pattern described 
above. Total public expenditure on primary and secondary education institu- 
tions ranges from 3 per cent or below in Germany, Greece, Japan, Korea, the 
Netherlands and Turkey to 4 per cent or above in Canada, the Czech 
Republic, Denmark, Finland, France, New Zealand, Norway, Sweden and 
Switzerland. Deviations from this overall pattern can be explained largely by 
differences in primary and secondary enrolment rates and in institutional 
structures (e.g. pupil-teacher ratios and teachers’ salaries) and by demo- 
graphic factors. The vast majority of the funding for these levels comes from 
public sources - about 90 per cent of expenditure on educational institutions 
across the 18 countries able to provide data by source (see Table Bl.lb). In 
several countries, however, the private sector (e.g. households and business 
enterprises) funds a significant portion of the expenditure on educational 
institutions - almost 20 per cent or more in Germany, Korea and Mexico. 
There were virtually no private sector transfers to educational institutions in 
Italy, Portugal, Sweden and Turkey. Many countries remain unable to report 
private sector transfers at this level, however. 

At the tertiary level, there are significant differences in investment patterns 
between countries (see Table Bl.lc). While the OECD as a whole devotes 
1.6 per cent of its GDP to the funding of tertiary education, Canada and the 
United States spend significantly larger fractions of their GDP on this level 
(2.4 per cent of GDP or more). At the other end of the scale are Greece, 
Iceland, Italy, Portugal and the United Kingdom, which devote less than I per 
cent of their GDP to the funding of tertiary institutions. Differences depend to 
some extent, however, on the amount of research expenditure included. In 
theory, expenditure should include all expenditure on research performed 
within tertiary-level institutions, regardless of whether the research is 
financed from general institutional funds or through separate grants or 
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The degree to which tertiary 
institutions rely on non- 
governmental funding varies 
widely. 



contacts from public and private sponsors. As a result, even if countries can 
accurately report expenditure on research according to these instructions, the 
level of expenditure can vary according to the extent to which research is 
carried out within tertiary institutions. 

In many countries, selective user fees ( e.g . tuition) are charged at the tertiary 
level and subsidies are often reduced for educational programmes that are 
deemed to have higher private returns. The degree to which tertiary institu- 
tions rely on non-governmental funding varies widely, however. For example, 
the proportion of spending on tertiary institutions that originates in the pri- 
vate sector ranges from 0.08 per cent of GDP or less in Austria, Denmark, 
Iceland, the Netherlands, Turkey and the United Kingdom to more than 
1 .2 per cent in Korea and the United States (see Table Bl .lc). In fact, in Japan, 
Korea and the United States more than half of the expenditure on tertiary 
institutions is funded through non-governmental funds (54, 84 and 52 percent 
respectively). In most OECD countries, however, public expenditure, both 
direct and indirect, continues to be the principal source of funding for all 
types of tertiary education. 



Expenditure on research and 
development activities outside 
higher education institutions is 
considerable in many countries. 



Additional expenditure on research and development 

Investing in research and development activities is another way to try to 
improve aggregate productivity. Although some research and development 
work is carried out in higher education institutions, another important compo- 
nent is the research undertaken in non-instructional research centres and in 
private industry. Across the 18 countries for which research and development 
data are available, expenditure as a percentage of GDP (excluding the higher 
education sector) ranges from 0.2 per cent or below in Mexico and Turkey to 
1.9 per cent or above in Finland, France, Germany, Japan and the 



♦ Chart B 1 .2. Gross domestic expenditure on research and deve/opment 
(excluding expenditure on higher education) 
as a percentage of GDP ( 1 994) 

% of GDP % of GDP 

3 3 
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Source: OECD 
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United States. While relative expenditure on research and development (see 
Chart B1.2) appears to follow a similar pattern to total tertiary expenditure 
from both public and private sources on educational institutions 
(Table Bl.lc), there are some notable exceptions. For example, while France 
and Japan both spend less than half as much of their GDP on tertiary educa- 
tional institutions (1.1 per cent in both countries) as does the United States 
(2.4 per cent), they spend about the same proportion of their GDP or more on 
research and development activities outside the higher education sector (2.3 
and 2.0 per cent respectively, compared with the United States’ 2. 1 per cent). 
These differences are likely to reflect value placed on research and develop- 
ment relative to investment in tertiary institutions, as well as the degree to 
which R&D activities take place in independent research centres and private 
industry, rather than in higher education institutions. 



The national resources devoted 
to education depend on a 
number of inter-related supply 
and demand factors. 



The overall wealth of a country 
determines the resources that 
can be devoted to education . 

Comparisons of educational 
expenditure depend also on 
who is eligible to attend school 
and who actually participates. 



The larger the number of 
young people, the greater the 
potential demand for 
educational services. 



Important factors influencing national expenditure on education 

The national resources devoted to education depend on a number of inter- 
related supply and demand factors, such as the demographic structure of the 
population, enrolment rates, the level of income per capita, national price 
levels for educational resources and the organisation and delivery of instruc- 
tion. Teacher costs do not appear to be proportionately lower in poorer 
countries. In these countries, teachers' pay tends to be relatively high as a 
percentage of GDP, most likely because teachers are members of a compara- 
tively small cadre of well-educated professionals. 

Educational participation, often combined with a smaller youth population, 
tends to be higher in richer countries. To demonstrate how national resources 
devoted to education (expressed by Indicator Bl) translate into the resources 
that are ultimately available per student (shown in Indicator B4), the following 
illustration examines the extent to which deviations from the OECD average 
in educational expenditure relative to GDP are related to two key indicators 
in this publication: the age structure of the population (Indicator Al) and the 
rate of enrolment of the youth population (Indicator Cl). 

The overall wealth of a country, as measured by GDP per capita, obviously 
has a significant influence over the resources that can be devoted to educa- 
tion. National GDP levels are taken as the benchmark against which education 
expenditure is compared in Indicator Bl. 

The size of the youth population in a particular country shapes the potential 
demand for initial education and training. The larger the number of young 
people, the greater the potential demand for educational services. Among 
countries of comparable wealth, a country with a relatively large youth popu- 
lation would have to spend a greater percentage of its GDP on education for 
each young person to have the opportunity to receive the same quantity of 
education as young people in other countries. Conversely, if the relative size 
of the youth population is smaller, the same country would need to spend 
less of its wealth on education to achieve similar results. Across OECD coun- 
tries, the proportion of the total population that is between the ages of 5 and 
29 varies from less than 32 per cent in Germany, Luxembourg, Sweden and 
Switzerland to over 50 per cent in Turkey and Mexico, with an average of a 
little under 37 per cent (see Indicator Al). 

Chart B1.3A shows the changes in expenditure on educational institutions as a 
percentage of GDP that would be expected if the proportion of the popula- 
tion aged 5-29 were equal in OECD countries, other factors remaining the 
same. In Germany and Sweden, two countries with relatively small youth 
populations, educational expenditure as a percentage of GDP would be 
expected to rise by 1 per cent if the relative size of the youth population in 
these countries were to be at the level of the OECD average. 
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♦ Chart B i .3. Impact of demography and enrolment on expenditure on educational institutions 

as a percentage of GDP ( 1 994) 



A. Estimated increase/decrease in expenditure on educational institutions as a percentage of GDP if the proportion of the 
population 5 to 29 years of age in each country were at the OECD average level 

% of GDP % of GDP 
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B. Estimated increase/decrease in expenditure on educational institutions as a percentage of GDP if enrolment patterns in 
each country (all levels combined) were at the OECD average level 
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C. Estimated increase/decrease in expenditure on educational institutions as a percentage of GDP if enrolment patterns 
at levels up to upper secondary education in each country were at the OECD average level 

% of GDP % of GDP 



0 ^ 





"rq 


0.9 


Si 0.1 


0.1 0.0 ™ 0.0 0.0 


i 


0.5 

Hi 


El 


i_d LJJ 4 

■0.3 -0.3 


J 

-u.6 





D X Z % 

uu Z rr 1 

O q “■ U 



K cC 

2 ° 

< Z 



Q 

_i 

Z 



< Z Z £ < (J 

2 D < CO «/? 



I- a. vj 



N * ft 



I u 



(J> => u °- 



D N 
< Z 



£ D O = 

H X Z 



D. Estimated increase/decrease in expenditure on educational institutions as a percentage of GDP if enrolment patterns at 
the tertiary level in each country were at the OECD average level 

% of GDP % of GDP 
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Countries are ranked in descending order of the values in Chart 8 1.3 A. 
Source: OECD 
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The higher the enrolment rate, 
the more financial resources 
will be required. 



In contrast, in Korea, Mexico and Turkey, expenditure on education could be 
expected to be lower (by 1.8 per cent of GDP in Mexico, and by around 1 per 
cent of GDP in Korea and Turkey) if the proportion of the youth population in 
these two countries were at the OECD average. Although the difference in the 
size of the young population in comparison with the OECD-average is smaller 
for Korea than for Turkey, the difference in spending would be larger for 
Korea (1.2 per cent), because of the higher level of costs per student. 

While countries have little control over the size of their youth populations, 
the proportion who participate at various levels of education is a central 
policy issue. Variations in enrolment rates between countries reflect 
differences in the demand for education, from pre-primary schooling through 
higher education, as well as the supply of programmes at all levels. Indica- 
tor Cl (Table Cl. 2) shows that the years in education a five year-old child can 
expect range from less than 12 years up to 18 years. The variation in expected 
years in tertiary education is even wider, from less than 1 year to more than 
3.5 years (see Indicator C5, Table C5.1). 

Differences in the length of schooling translate into differences in enrolment 
rates which, in turn, influence educational expenditure. Chart B1.3B shows the 
change in expenditure on educational institutions as a percentage of GDP 
that would be expected if enrolment profiles were equal across OECD coun- 
tries, other factors remaining the same. Generally, countries such as Denmark, 

Finland and Sweden that have higher than average enrolment rates also 
spend more of their GDP on education whereas low spending countries such 
as Greece, Mexico and Turkey have below average enrolment rates. Excep- 
tions to this pattern are Norway, which is relatively high spending even with 
an average enrolment rate, and the United Kingdom, which is relatively low 
spending even though it has an above-average enrolment rate. 

If enrolment patterns were equal across OECD countries, then expenditure as 
a percentage of GDP would be expected to rise by 2.3 per cent of GDP or 
more in Mexico and Turkey (see Chart BI.3B) while it would fall by more than 
1 per cent of GDP in Belgium and still by more than half a per cent in Canada, 
Denmark, France and Norway, other things being equal. 

It is important not to look at the different factors that affect spending on 
education in isolation. Chart B1.3 indicates that in several cases where 
demography has the greatest potential impact on educational costs, its 
impact is often counterbalanced by participation rates in the opposite direc- 
tion. Belgium, Denmark, Germany and Norway, for example, are countries in 
which a smaller share of the youth population is, in part, balanced by compar- 
atively high participation rates. Similarly, in Korea, Mexico and Turkey a 
proportionately large youth population is counterbalanced by below-average 
enrolment rates. Hungary and Switzerland, on the other hand, are countries 
with both comparatively small youth populations and comparatively low 
enrolment rates, which enables them to spend relatively more per student. 

Such effects are most clearly visible at the tertiary level (see Chart B1.3D) 
where both enrolment rates (Indicator Cl) and costs per student (Indica- 
tor B4) differ widely between countries. If tertiary enrolment patterns in 
Canada and the United States were at the level of the OECD average, expen- 
diture on tertiary education as a percentage of GDP in these countries would 
be expected to fall by more than 0.4 per cent of GDP. Belgium shows similarly 
high expected years of tertiary education, but lower costs per student make 
the expected decline in expenditure as a percentage of GDP less pro- 
nounced. 

At the other end of the scale are Mexico and Turkey, whose expenditure on 
tertiary education would be expected to increase by more than 1 .3 per cent of 
GDP, if the enrolment patterns were at the OECD average level. 59 | 
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Since the mid- 1970s, the 
proportion of GDP spent by 
the public sector on education 
has stabilised or fallen slightly 
in most countries. 



General public spending 
restraints have created pressure 
to reduce spending, but other 
factors have pushed spending 
higher. 



There is a trend towards 
convergence of public 
educational expenditure. 



Trends in public expenditure on education 

Table Bl.t shows changes over time in public educational expenditure as a 
percentage of GDP for selected countries. These changes are influenced both 
by changes in supply factors (such as the growth rate of the national economy 
or competing demands of other public services) as well as by changes in 
demand, particularly changing demographic conditions. 

In 1970, public expenditure on education as a percentage of GDP ranged from 
2.4 per cent in Mexico to 10.2 per cent in Canada. In half of the countries 
public expenditure was 6 per cent of GDP or more. 

In the early 1970s, the dominant position of education in publicly funded 
social programmes began to change as a consequence of two factors: slowing 
economic growth and decreasing enrolments, with the drop in birth rates 
beginning to influence the size of the school-age population. At the same 
time a number of factors, such as rising participation rates at higher levels and 
changes in teachers' pay, began to exert an upward pressure on education 
spending. 

Overall, as a proportion of GDP, public educational expenditure roughly held 
its ground, but the data suggest a trend towards convergence of public educa- 
tional expenditure among OECD countries. 

Table Bl.t would ideally show trends in the proportion of GDP devoted to 
education from both public and private sources. However, comparable trend 
data for expenditure on education from private sources are not available. 
Note that, unlike the data shown in Table Bl.l, the expenditure shown in 
Table Bl.t includes not only public expenditure on educational institutions 
but, to a varying extent, public subsidies for student living expenses. It 
should also be noted that the broadened statistical coverage of educational 
spending in recent years for some countries is likely to have contributed to a 
rise over time in the figures on educational expenditure as a percentage of 
GDP (irrespective of any real change). 



Definitions 



Data refer to the financial year 
1994 and are based on the 
UOE data collection on 
education statistics, 
administered in 1996 (for 
details see Annex 3). 
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In this indicator, expenditure on education is expressed as a percentage of 
GDP and presented by source of funds and by level of education. The distinc- 
tion by source of funds is based on the initial source of funds and does not 
reflect subsequent public-to-private or private-to-public transfers. 

Direct public expenditure on educational institutions (see column 1 of Tables 
Bl.l a, b and c) can take the form either of purchases by the government 
agency itself of educational resources to be used by educational institutions, 
or of payments by the government agency to educational institutions that 
have responsibility for purchasing educational resources. 

Public subsidies to households and other private entities for educational 
institutions (see column 2 of Tables Bl.l a, b and c) are composed of govern- 
ment transfers and certain other payments to students/households, in so far 
as these translate into payments to educational institutions for educational 
services ( e.g . fellowships, financial aid awards or student loans for tuition). 
They also include government transfers and certain other payments (mainly 
subsidies) to other private entities, for example subsidies to firms or labour 
organisations that operate apprenticeship programmes and interest subsidies 
to private financial institutions that provide student loans, etc. 

Payments from households and other private entities to educational institu- 
tions (see column 3 of Tables Bl.la, b and c) include tuition fees and other 
fees, net of offsetting public subsidies. 
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Public subsidies to households that are not attributable to payments to 
educational institutions (see column 7 of Tables Bl.la, b and c) include 
subsidies for student living expenditure or the value of special subsidies 
provided to students, either in cash or in kind, such as free or reduced-price 
travel on public transport or family allowances that are contingent on stu- 
dent status. (Those subsidies are also included in column 5 of Tables Bl.la, 
b and c.) 

Private payments other than to educational institutions (see column 6 of 
Tables Bl.la, b and c) include direct purchases of personal items used in 
education or subsidised expenditure on student living expenses. 

The data do not include benefits provided to students or households in the 
form of tax reductions, tax subsidies or other special tax provisions. Note also 
that the coverage of expenditure from private sources is still uneven across 
countries. 

The methodology that was used for the calculation of the estimates in 
Chart B1.3 is described in Annex 3. 

The country mean is calculated as the simple average over all OECD countries 
for which data are available. The OECD total reflects the value of the indicator 
when the OECD region is considered as a whole (for details see Reader’s 
Guide). 
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Table Bl.la Educational expenditure as a percentage of GDP for all levels of education combined, 

by source of funds ( 1 994) 



Expenditure on educational institutions 
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Source: OECD Database. See Annex 3 for notes. 
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Table Bl.lb Educational expenditure as a percentage of GDP for primary and secondary education, 

by source of funds ( 1 994) 



Expenditure on educational institutions 





Direct public expenditure 
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Table Bl.lc Educational expenditure as a percentage of GDP for tertiary education, 

by source of funds ( 1 994) 



Expenditure on educational institutions 


Private payments other 
than to educational institutions 


Financial aid to students 
nor attributable to household payments 
to educational institutions 
for educational services 
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excluding public subsidies 
for student living costs 
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Source : OECD Database. See Annex 3 for notes. 
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Table Bl.Icf Educational expenditure from public and private sources on educational institutions as a percentage of GDP 

by level of education (1994) 
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of education 




Primary 
and secondary 


Primary 


Secondary 


All tertiary 


Non- 

university 


University- 

level 


combined 
(including 
pre-primary and 
undistributed) 


North America 

Canada 


4.4 


X 


X 


2.5 


0.9 


1.6 


7.2 


Mexico 


4.0 


2.1 


1.9 


1.1 


X 


1.1 


5.6 


United States 


3.9 


X 


X 


2.4 


X 


X 


6.6 


Pacific Area 

Australia 


3.8 


1.6 


2.2 


1.8 


0.3 


1.5 


5.7 


Japan 


3.1 


1.4 


1.8 


1.1 


0.1 


1.0 


4.9 


Korea 


3.9 


1.7 


2.2 


1.8 


0.3 


1.5 


6.2 


New Zealand 


m 


m 


m 


m 


m 


m 


m 


European Union 
















Austria 


4.0 


1.2 


2.8 


1.0 


0.1 


0.9 


5.6 


Belgium 


m 


m 


m 


m 


m 


m 


m 


Denmark 


4.4 


1.5 


2.8 


1.4 


X 


X 


7.0 


Finland 


4.4 


1.9 


2.5 


1.5 


0.2 


1.2 


6.6 


France 


4.3 


1.2 


3.1 


1.1 


X 


X 


6.2 


Germany 


3.8 


X 


X 


1.1 


n 


1.0 


5.8 


Greece 


1.7 


0.8 


1.0 


0.7 


0.1 


0.5 


2.4 


Ireland 


3.7 


1.4 


2.3 


1.4 


X 


X 


5.7 


Italy 


3.4 


1.1 


2.4 


0.8 


0.1 


0.8 


4.7 


Luxembourg 


m 


m 


m 


m 


m 


m 


m 


Netherlands 


3.2 


1.2 


2.0 


1.3 


a 


1.3 


4.9 


Portugal 


3.9 


1.8 


2.1 


m 


m 


0.8 


5.3 


Spain 


4.0 


1.2 


2.8 


1.0 


X 


X 


5.6 


Sweden 


4.5 


2.0 


2.5 


1.6 


X 


X 


6.7 


United Kingdom 


m 


m 


m 


0.9 


X 


X 


m 


Other OECD countries 

Czech Republic 


m 


m 


m 


m 


m 


m 


m 


Hungary 


4.2 


1.3 


2.9 


1.1 


n 


1.1 


6.4 


Iceland 


m 


m 


m 


0.7 


X 


m 


5.1 


Norway 


m 


m 


m 


m 


m 


m 


m 


Poland 


m 


m 


m 


m 


m 


m 


m 


Switzerland 


m 


m 


m 


m 


m 


m 


m 


Turkey 


2.1 


1.4 


0.7 


1.3 


X 


X 


3.4 


Country mean 


3.7 


1.5 


2.2 


1.3 


0.2 


1.1 


5.6 


OECD total 


3.7 


1.4 


2.2 


1.6 


0.2 


1.1 


5.9 



Source: OECD Database. See Annex 3 for notes. 
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Bl : EDUCATIONAL EXPENDITURE RELATIVE TO GROSS DOMESTIC PRODUCT 



Table Bl.t Public expenditure on education as a percentage of GDP, including public subsidies to households (1970-1994) 





1970 


1975 


1980 


1985 


1990 


1994 


North America 


... _ - . 












Canada 


10.2 


8.5 


7.7 


6.9 1 


6.2 


6.7 


Mexico 


2.4 


3.9 


4.6 


3.8 


4.0 


4.6 


United States 


6.0 


5.7 


4.9 


4.6 1 


1 5.2 


4.9 


Pacific Area 














Australia 


4.6 


6.2 


5.6 


5.4 


4.6 


5.3 


Japan 


m 


m 


m 


m 


3.6 


3.8 


New Zealand 


m 


6.5 


6.7 


5.1 


m 


; 6.4 


European Union 














Austria 


4.6 


5.7 


5.7 


5.8 


5.4 


5.4 


Denmark 


m 


6.9 


7.4 


6.2 


6.3 


8.0 


Finland 


m 


m 


5.8 


5.7 


6.0 


7.3 


France 


m 


5.6 


5.1 


5.7 


5.1 


5.9 


Germany 


3.7 


5.1 


4.8 


4.6 


4.1 


4.7 


Greece 


2.8 


3.4 


3.2 


4.0 


m 


2.4 


Ireland 


6.2 


6.5 


6.4 


6.0 


5.0 


5.5 


Italy 


m 


4.8 


4.5 


5.0 


5.2 


4.8 


Netherlands 


7.5 


7.4 


7.1 


6.6 


5.7 


5.2 


Portugal 


m 


3.3 


3.7 


4.0 


4.3 


5.5 


Spain 


m 


m 


m 


3.6 


4.4 


4.9 


Sweden 


7.9 


7.1 


8.5 


7.0 


1 5.6 


7.7 


United Kingdom 


6.2 


6.8 


5.7 


4.9 


1 4.9 


5.2 


Other OECD countries 














Czech Republic 


m 


m 


m 


m 


4.2 


6.2 


Norway 


m 


6.4 


5.8 


5.6 1 m 


8.1 


Switzerland 


3.9 


5.3 


5.2 


5.1 


5.2 


5.7 



Vertical bars indicate a break in the series. 
Source: OECD Database. See Annex 3 for notes. 
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B2: PUBLIC EXPENDITURE ON EDUCATION 



Indicator B2: 



This indicator shows direct 
public expenditure on 
educational services, public 
subsidies to the private sector 
and total educational 
expenditure as a percentage of 
total public expenditure. 



The indicator also shows the 
relative size of different types of 
direct and indirect transfers to 
educational institutions. 



On average, OECD countries 
devote 13 per cent of total 
government outlays to support 
for educational institutions. 



Between 5.0 and 18.5 per cent 
of total public expenditure is 
allocated to primary and 
secondary education and 
between 1.4 and 5.3 per cent 
to tertiary education. 



O 




Public expenditure on education 



Policy context 

Governments become involved in providing services to the public for 
different reasons. If the public benefits from a particular service are greater 
than the private benefits, then markets alone may fail to provide those 
services adequately. Education is one area where all governments intervene 
to fund or direct the provision of services. As there is no guarantee that 
markets would provide equal access to educational opportunities, govern- 
ment funding of educational services ensures that education is not beyond 
the reach of some members of society. Education, however, does compete for 
public financial support against a wide range of other areas covered in gov- 
ernment budgets. 

The share of a government’s budget that is devoted to education is a function 
of the perceived value of education relative to the perceived value of other 
public investments, including defence and security, health care, social secur- 
ity for the unemployed and elderly, and other social programmes. Govern- 
ment funding of education can be primarily through direct transfers to educa- 
tional institutions or through public subsidies to households and other 
private entities. The level of public spending on education is also influenced 
by the level of private funding directed at education. 



Evidence and explanations 

Overall level of public resources invested in education 



On average, OECD countries devote 13 per cent of total government outlays 
to support for educational institutions, with the values for individual countries 
ranging between 7 and 26 percent. The educational share of the public sector 
budget is lowest (below 10 per cent) in Germany, Greece, Italy and the 
Netherlands. These countries also devote the smallest share of the public 
budget to primary and secondary education. By contrast, the highest percent- 
ages of total public spending allocated to education ( 1 5 per cent or more) are 
in Korea, Mexico, New Zealand, Norway and Switzerland. 



Public investment by level of education 

Countries differ widely with respect to the involvement of the public sector in 
the funding of education at the different levels of education. Between 5.0 and 
18.5 per cent of total public expenditure is allocated to primary and secon- 
dary education and between 1 .4 and 5.3 per cent to tertiary education. Korea, 

Mexico, New Zealand and Switzerland all spend more than 10 per cent of total 
government expenditure on primary and secondary education. Mexico and 
Turkey devote the largest fraction of public spending to tertiary education 
(5.2 and 5.3 per cent respectively). A heavy reliance on private funding of 67 | 
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♦ Chart B2.I . Public expenditure on education as a percentage of total public expenditure (1994) 



I I Direct public expenditure on educational services 
I I Public subsidies to the private sector 



I Total 
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B2: PUBLIC EXPENDITURE ON EDUCATION 



tertiary education may contribute to Japan's low public spending on tertiary 
education ( 1 .5 per cent of total public spending). Other countries that spend 
relatively small proportions of public funds on tertiary education (1.8 percent 
or less) are France, Italy and Korea. 

In Canada, the Netherlands and Turkey the proportion of public expenditure 
on education that is devoted to the tertiary level exceeds 30 per cent and the 
respective total enrolment shares at the tertiary level are 26 per cent, 15 per 
cent and 9 per cent. In Japan and Korea the vast majority of public educa- 
tional expenditure is invested in the primary and secondary levels of educa- 
tion, with the tertiary sector receiving 14 per cent or less of total public 
expenditure on education. 



Public expenditure relative to the size of public budgets 



Public funding of education is a 
social priority, even in countries 
with little public involvement in 
other areas. 



The relative size of public budgets (as measured by public spending in 
relation to GDP) appears to be associated with the relative proportion of 
public expenditure devoted to education. For example, in countries where 
public spending is low relative to overall GDP, such as Korea and Mexico, the 
proportion of public expenditure dedicated to education is relatively high. 
Likewise, countries such as Italy or the Netherlands, where education 
accounts for a relatively low proportion of total public spending, total public 
spending relative to GDP is high. This is evidence that public funding of 
education is a social priority in all countries, even those with little public 
involvement in other areas. 



♦ Chart B2.2. Total public expenditure as a percentage of GDP ( 1 99 4) 
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The involvement of the private 
sector in the funding of 
education influences public 
sector spending. 



Public funds are largely spent 
on educational institutions but 
some countries provide sizeable 
subsidies for education to the 
private sector. 



Public investment compared with private investment in education 

Another factor that appears to contribute to the variation between countries 
in the proportion of total public spending devoted to education is the level of 
involvement of the private sector in the funding of education. For example, 
countries that require students to pay tuition fees and/or to fund most or all 
of their living expenses appear to devote a smaller percentage of total public 
funds to tertiary education, other things being equal, than countries that 
provide "free" education and/or generous public subsidies to students. Simi- 
larly, countries in which private enterprises contribute significantly to the 
education of students (as is the case in countries with the dual system) also 
devote a comparatively smaller proportion of public expenditure to educa- 
tion. 

Chart B2.3 shows the relative proportions of funds for educational institutions 
that come from public and private sources (taken before transfers between 
levels of government and before transfers from the public to the private 
sector). Among the 15 countries reporting data, the proportion of funding for 
educational institutions that comes from the private sector ranges from 
around 2 per cent or below in Portugal, Sweden and Turkey to over 22 per 
cent in Germany, Japan, Korea and the United States. Differences between 
countries are largest at the tertiary level of education, with over half of tertiary 
expenditure on educational institutions coming from private sources in Japan, 
Korea, and the United States and 2 per cent or less in Denmark, the 
Netherlands, Portugal and the United Kingdom. 



Public transfers to the private sector for education 

While at the primary and secondary levels of education most public money is 
spent either directly by governments or transferred to educational institu- 
tions to acquire resources, more variation in spending patterns can be 
observed at the tertiary level (see Table B2.2). In 1 1 out of 24 countries, more 
than 20 per cent of public spending at the tertiary level is transferred to 
households (through scholarships, grants and loans) or is transferred to other 
recipients which are not educational institutions (such as enterprises or 
labour unions). In Canada, Denmark, Iceland, the Netherlands, New Zealand, 
Norway, Sweden and the United Kingdom more than 25 per cent of public 
resources are transferred to private entities which in turn spend them, at least 
in part, on educational institutions. 

In Denmark, the Netherlands and the United Kingdom between 25 and 40 per 
cent of public expenditure at the tertiary level is for scholarships and grants 
to households, which include special subsidies provided to students, either 
in cash or in kind, such as free or reduced-price travel on public transport 
systems and family or child allowances that are contingent on student status. 
In Iceland, New Zealand, Norway and Sweden between 16 and 33 per cent of 
public expenditure is for student loans (reported on a gross basis, without 
subtracting or netting out repayments or interest payments from the borrow- 
ers). 

In countries where tertiary education is expanding, including Australia, 
New Zealand, Norway and the United Kingdom, and particularly in those in 
which students are charged tuition fees, public to private transfers of funds 
are often seen as a means to expand access for lower income students. 

Another trend in a number of countries has been to provide funds to institu- 
tions in the form of a block grant, which gives institutions greater discretion in 
spending. 
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♦ Chart B2.3. Distribution of public and private sources of initial funds 
for educational institutions (1994) 
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♦ Chart B2.4. Direct public expenditure on tertiary educational institutions 
and transfers to the private sector as a percentage 
of total government expenditure (1994) 



I I Transfers and payments to other private entities □ Financial aid to students 

HI Direct public expenditure on educational institutions 



% of expenditure 



% of expenditure 




Countries are ranked in ascending order of the proportion of direct public expenditure on educational /nst/tutions. 
Source; OECD. 
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The relative size of the youth 
population and corresponding 
enrolment rates shape the 
potential demand for initial 
education and training. 



Variations in the proportion of 
total public spending on 
education can also reflect 
differences in the scope of the 
education sector between 
countries. 



Supply and demand factors affecting public expenditure 

The relative size of the youth population shapes the potential demand for 
initial education and training in a country. The greater this proportion, the 
more resources need to be devoted to education. Conversely, the fewer 
people that are at the age relevant for initial education, the less a country 
needs to spend on education. Chart B2.1 indicates the changes in the propor- 
tions of educational expenditure for a given total government outlay that 
would be expected if the size of the population aged 5-29 were at the OECD 
average in each country, other things being equal. In countries such as 
Belgium, Denmark, Finland, Germany, Italy, Sweden and Switzerland, where 
the proportion of the youth population is relatively small, public spending on 
education would be more than 10 per cent higher if the proportion of young 
people in the total population were increased to the level of the OECD 
average. On the other hand, the relative expenditure of Korea would be 
expected to be almost 20 per cent lower, and that of Mexico and Turkey about 
30 per cent lower, if the proportion of young people in these countries were 
at the OECD average. 

Finally, variations in the proportion of total public spending spent on educa- 
tion tend to reflect differences in the scope of the education sector between 
countries, as well as differences in the breadth and depth of the public 
sector's involvement in areas outside education. For example, countries that 
spend relatively large amounts on their social security and national health 
care systems (such as Austria, Denmark, France, Germany and Sweden) may 
appear to be spending relatively small proportions of their public budget on 
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education, even though educational institutions and participants in education 
may still benefit directly or indirectly from other public expenditure. Further- 
more, some countries provide benefits to students or households in the form 
of tax reductions, tax subsidies or other special tax provisions which are not 
accounted for in the educational expenditure shown in this indicator. 



Trends in the proportion of public expenditure on education 

Over the last decade, the proportion of public expenditure spent on educa- 
tion has been fairly stable in most countries, the notable exceptions being 
Mexico and Spain where it has risen by 13 and 4 per cent respectively (see 
Table B2.t). In Korea, the expansion of public expenditure has been smaller 
in the education sector than in other sectors, which has led to a decrease in 
the proportion of public sector spending on education by almost 3 per cent. 
However, at 17 per cent, the proportion spent on education in Korea is still 
one of the largest in the OECD. 



Definitions 



Data refer to the financial year 
1994 and are based on the 
UOE data collection on 
education statistics, 
administered in 1996 (for 
details see Annex 3). 



In this indicator each of the following three expenditure variables is 
expressed as a percentage of a country's total public sector expenditure: 
0 direct public expenditure on educational services; ii) public subsidies for 
educational services; and iii) total educational expenditure. The percentages 
are calculated separately for primary-secondary education, tertiary education, 
and all levels combined. 

Direct public expenditure on educational services includes both amounts 
spent directly by governments to hire educational personnel and to procure 
other resources, and amounts provided by governments to public or private 
institutions for use by the institutions themselves to acquire educational 
resources. Public subsidies include scholarships and other financial aid to 
students plus certain subsidies to other private entities, although subsidies 
which eventually end up as payments to institutions have been netted out to 
prevent double counting. The data on total public expenditure for all pur- 
poses (the denominator in all percentage calculations) have been taken from 
the OECD National Accounts Database (see Annex 2). 

The methodology that was used for the calculation of the estimates in 
Chart B2.I is explained in Annex 3. 

The country mean is calculated as the simple average across all countries for 
which data are available. The OECD total reflects the value of the indicator 
when the OECD region is considered as a whole (for details see Reader's 
Guide). 

Table B2.2 shows direct public educational expenditure on institutions and 
transfers to the private sector for education as a percentage of total public 
educational expenditure for the tertiary level of education. It also shows 
different types of transfers to the private sector as a percentage of total 
public educational expenditure at the tertiary level. 

Scholarships and grants include special subsidies provided to students, 
either in cash or in kind, such as free or reduced-price travel on public 
transport systems, and family or child allowances that are contingent on 
student status. Student loans are reported on a gross basis, without sub- 
tracting or netting out repayments or interest payments from the borrowers. 
Financial aid to students attributable to household payments to educational 
institutions is the amount of the subsidies to students or households which is 
further transferred to educational institutions, i.e. indirect public payments to 
educational institutions. Payments to other private entities include such pay- 
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ments to private entities which are not defined as educational institutions. 
These include transfers to business or labour associations that provide adult 
education, subsidies to firms or labour associations that operate apprentice- 
ship programmes, subsidies to non-profit organisations that provide student 
housing or student meals and interest rate subsidies to private financial 
institutions that make student loans. 
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Table B2.1 Public expenditure on education as a percentage of total public expenditure by level of education (1994) 





Total: direct expenditure 
plus public subsidies 
to the private sector 


Direct public expenditure 
on educational services 


Public subsidies 
to the private sector 


Primary and secondary education 


Tertiary education 


All levels of education combined 


Primary and secondary education 


Tertiary education 


All levels of education combined 


Primary and secondary education 


Tertiary education 


All levels of education combined 


North America 














.. . 




- 


Canada 


8.6 


4.8 


13.8 


8.6 


3.3 


12.3 


n 


1.5 


1.5 


Mexico 


18.5 


5.2 


26.0 


18.4 


5.0 


25.8 


X 


X 


X 


United States 


9.4 


3.3 


13.6 


9.4 


3.2 


13.5 


X 


0.1 


0.1 


Pacific Area 


















' i 


Australia 


9.5 


3.9 


13.6 


8.6 


3.0 


11.8 


0.9 


0.9 


1.8 


Japan 


8.4 


1.5 


10.8 


8.4 


1.5 


10.8 


m 


m 


m 


Korea 


13.7 


1.4 


17.4 


13.7 


1.3 


17.1 


n 


n 


0.3 


New Zealand 


11.5 


4.6 


17.2 


10.9 


3.0 


14.9 


0.6 


1.6 


2.3 


European Union 




















Austria 


m 


m 


m 


m 


m 


m 


m 


m 


m 


Belgium 


6.9 


2.1 


10.2 


6.9 


1.7 


9.9 


n 


0.3 


0.4 


Denmark 


7.3 


3.3 


12.6 


6.7 


2.1 


10.2 


0.6 


1.1 


2.3 


Finland 


7.6 


3.1 


11.9 


7.2 


2.4 


10.9 


0.4 


0.7 


1.1 


France 


7.7 


1.8 


10.8 


7.4 


1.6 


10.4 


0.3 


0.2 


0.5 


Germany 


6.1 


2.1 


9.4 


5.8 


1.9 


9.0 


0.2 


0.2 


0.4 


Greece 


5.0 


2.0 


7.0 


5.0 


1.9 


6.9 


n 


n 


n 


Ireland 


8.9 


3.0 


13.2 


8.6 


2.4 


12.2 


0.3 


0.7 


1.0 


Italy 


6.2 


1.4 


8.8 


6.1 


1.3 


8.5 


0.1 


0.1 


0.3 


Luxembourg 


m 


m 


m 


m 


m 


m 


m 


m 


m 


Netherlands 


5.9 


2.9 


9.4 


5.3 


2.1 


8.0 


0.5 


0.8 


1.4 


Portugal 


m 


m 


m 


m 


m 


m 


m 


m 


m 


Spain 


9.2 


2.2 


12.6 


9.1 


2.1 


12.3 


0.1 


0.1 


0.3 


Sweden 


7.3 


2.9 


11.0 


6.5 


2.2 


9.4 


0.8 


0.8 


1.6 


United Kingdom 


8.7 


2.7 


11.6 


8.5 


1.5 


10.3 


0.2 


1.2 


1.3 


Other OECD countries 




















Czech Republic 


9.8 


2.1 


13.8 


9.0 


1.9 


12.9 


0.7 


0.2 


1.0 


Hungary 


m 


3.3 


m 


m 


2.8 


m 


n 


0.5 


0.5 


Iceland 


m 


2.4 


12.0 


8.3 


1.6 


11.0 


m 


0.8 


1.0 


Norway 


8.5 


4.0 


15.5 


7.8 


2.6 


13.1 


0.6 


1.4 


2.4 


Poland 


m 


m 


m 


m 


m 


m 


m 


m 


m 


Switzerland 


11.6 


3.2 


15.6 


11.2 


3.1 


15.1 


0.3 


0.1 


0.5 


Turkey 


9.4 


5.3 


14.7 


9.2 


5.1 


14.3 


0.2 


0.3 


0.5 


Country mean 


8.7 


3.0 


13.0 


8.4 


2.4 


12.1 


0.3 


0.6 


1.0 



Source.- OECD Database. See Annex 3 for notes. 
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B2: PUBLIC EXPENDITURE ON EDUCATION 



Table B2.2 Direct expenditure on educational institutions and transfers to the private sector for educational purposes 
as a percentage of total educational expenditure, tertiary education (1994) 





Direct 

expenditure on 
institutions 


Transfers to the private sector for educational purposes 


Total 


Financial aid to students 


Transfers and 
payments 
to other private 
entities 


Total 


Scholarships/ 
other grants 
to households 


Student loans 


Total 


North America 
















Canada 


68.7 


15.6 


n 


16.1 


15.11 


31.3 


100.0 


Mexico 


m 


m 


m 


m 


m 


m 


m 


United States 


96.9 


X 


X 


3.1 


X 


3.1 


100.0 


Pacific Area 
















Australia 


77.1 


12.6 


10.3 


22.9 


n 


22.9 


100.0 


Japan 


m 


a 


m 


m 


n 


m 


m 


Korea 


97.1 


2.6 


n 


2.9 


n 


2.9 


100.0 


New Zealand 


66.0 


14.3 


19.7 


34.0 


a 


34.0 


100.0 


European Union 
















Austria 


m 


m 


m 


m 


m 


m 


m 


Belgium 


83.7 


16.3 


a 


16.3 


X 


16.3 


100.0 


Denmark 


65.7 


29.3 


5.0 


34.3 


n 


34.3 


100.0 


Finland 


78.6 


21.4 


n 


21.4 


m 


21.4 


100.0 


France 


90.8 


9.2 


m 


9.2 


n 


9.2 


100.0 


Germany 


90.8 


4.7 


3.5 


8.2 


1.02 


9.2 


100.0 


Greece 


98.6 


1.4 


n 


1.4 


n 


1.4 


100.0 


Ireland 


77.5 


22.5 


n 


22.5 


n 


22.5 


100.0 


Italy 


90.6 


6.6 


a 


6.6 


2.80 


9.4 


100.0 


Luxembourg 


m 


m 


m 


m 


m 


m 


m 


Netherlands 


71.7 


25.0 


2.6 


27.6 


0.69 


28.3 


100.0 


Portugal 


90.7 


9.3 


a 


9.3 


a 


9.3 


100.0 


Spain 


93.3 


6.7 


n 


6.7 


n 


6.7 


100.0 


Sweden 


73.5 


10.0 


16.5 


26.5 


a 


26.5 


100.0 


United Kingdom 


55.4 


40.2 


4.4 


44.6 


n 


44.6 


100.0 


Other OECD countries 
















Czech Republic 


89.9 


10.1 


a 


10.1 


n 


10.1 


100.0 


Hungary 


86.0 


14.0 


a 


14.0 


n 


14.0 


100.0 


Iceland 


67.5 


m 


32.5 


32.5 


m 


32.5 


100.0 


Norway 


64.5 


8.2 


27.3 


35.5 


n 


35.5 


100.0 


Poland 


m 


m 


m 


m 


m 


m 


m 


Switzerland 


95.4 


3.6 


n 


3.9 


0.69 


4.6 


100.0 


Turkey 


94.7 


a 


5.3 


5.3 


a 


5.3 


100.0 


Country mean 


81.9 


12.3 


5.8 


17.3 


0.97 


18.1 


100.0 



Source.- OECD Database. See Annex 3 for notes. 
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B2: PUBLIC EXPENDITURE ON EDUCATION 



Table B2.3 Distribution of public and private sources of Initial funds for educational Institutions (1994) 



Primary and secondary 
education 


Tertiary education 


All levels of education 
combined 




Public 


Private 


Public 


Private 


Public 


Private 




sources 


sources 


sources 


sources 


sources 


sources 


North America 














Canada 


94.4 


5.6 


90.8 


9.2 


93.2 


6.8 


Mexico 


m 


m 


m 


m 


m 


m 


United States 


m 


m 


48.4 


51.5 


74.5 


25.5 


Pacific Area 














Australia 


88.7 


11.3 


74.7 


25.3 


83.9 


16.1 


Japan 


93.6 


6.3 


46.4 


53.5 


77.2 


22.7 


Korea 


75.2 


24.8 


16.0 


84.0 


59.4 


40.6 


New Zealand 


m 


m 


m 


m 


m 


m 


European Union 














Austria 


m 


m 


m 


m 


m 


m 


Belgium 


m 


m 


m 


m 


m 


m 


Denmark 


97.9 


2.1 


99.5 


n 


94.0 


6.0 


Finland 


m 


m 


m 


m 


m 


m 


France 


92.6 


7.4 


83.4 


16.6 


91.3 


8.7 


Germany 


75.7 


24.3 


90.4 


9.6 


77.7 


22.3 


Greece 


m 


m 


m 


m 


m 


m 


Ireland 


95.6 


4.4 


79.0 


21.0 


91.5 


8.5 


Italy 


m 


m 


88.8 


11.2 


m 


m 


Luxembourg 


m 


m 


m 


m 


m 


m 


Netherlands 


96.4 


3.6 


98.0 


2.0 


97.0 


3.0 


Portugal 


100.0 


n 


100.0 


n 


100.0 


n 


Spain 


87.8 


12.2 


78.1 


21.9 


85.4 


14.6 


Sweden 


99.8 


n 


93.1 


6.9 


98.2 


1.8 


United Kingdom 


m 


m 


100.0 


n 


m 


m 


Other OECD countries 














Czech Republic 


m 


m 


m 


m 


m 


m 


Hungary 


m 


m 


m 


m 


m 


m 


Iceland 


m 


m 


m 


m 


87.7 


12.3 


Norway 


m 


m 


m 


m 


m 


m 


Poland 


m 


m 


m 


m 


m 


m 


Switzerland 


m 


m 


m 


m 


m 


m 


Turkey 


100.0 


n 


94.1 


5.9 


97.8 


2.2 


Country mean 


92.1 


7.9 


80.0 


19.9 


87.3 


12.7 



Source.- OECD Database. See Annex 3 for notes. 
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B2: PUBLIC EXPENDITURE ON EDUCATION 



Table B2.t Public expenditure on education as a percentage of total public expenditure (1985-1994) 





1985 






1990 






1994 


North America 
















Canada 


13.7 






13.6 






13.8 


Mexico 


12.8 






15.7 






26.0 


United States 


13.1 






14.3 






13.6 


Pacific Area 
















Australia 


15.5 






12.2 






13.6 


Korea 


20.3 






22.3 






17.4 


Japan 


m 






11.3 






10.8 


European Union 
















Austria 


11.0 






10.6 






m 


Belgium 


10.3 






9.5 






10.2 


Denmark 


1 1.6 






10.6 






12.6 


Finland 


12.9 






12.9 






1 1.9 


France 


m 






10.3 






10.8 


Germany 


9.6 






m 






9.4 


Ireland 


m 






12.2 






13.2 


Italy 


9.1 






9.6 






8.8 


Netherlands 


10.2 






9.9 






9.4 


Portugal 


m 






m 






m 


Spain 


8.6 






10.1 






12.6 


Sweden 


m 






9.3 






11.0 


United Kingdom 


11.1 






11.9 






1 1.6 


Other OECD countries 
















Norway 


13.2 






m 






15.5 


Switzerland 


15.0 






15.4 






15.6 



Vertical bars indicate a break in the series. 
Source: OECD Database. See Annex 3 for notes. 
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Indicator B3: 



Tft/s indicator, which is still at 
the developmental stage, 
compares arrangements for 
public subsidies to households 
for education. 



Governments differ in how 
they finance education, in how 
financial resources are targeted 
and in the level of financial 
incentives for students. 



B3: PUBLIC SUBSIDIES TO HOUSEHOLDS 



Public subsidies to households 



Policy context 



Through subsidies to students and their families, governments can help to 
cover the costs of education and related expenditure and increase access to 
education. These subsidies are particularly important in systems where stu- 
dents are expected to pay at least a share of the cost of their education and 
living expenses. Public subsidies come in many forms, including academic 
scholarships, need-based aid, guaranteed or subsidised student loans, edu- 
cation-related tax breaks or other household transfers. Subsidies to house- 
holds can provide access to educational opportunities, particularly at the 
post-compulsory level, for students who do not have the financial resources 
to attend on their own. As aid can also serve as a substitute for work as a 
financial resource, public subsidies may facilitate persistence and attainment 
by enabling students to attend full-time and work fewer hours or not at all. 

While the preceding indicators focus on expenditure on educational institu- 
tions, this indicator broadens the perspective by taking into account all pub- 
lic transfers to households, not just those that will be used to pay tuition and 
other fees in educational institutions. 



Evidence and explanations 

In all OECD countries, governments provide the largest share of the financial 
resources for education. Governments differ widely, however, in the way in 
which they finance education, in how they target financial resources and in 
the effect that their funding strategies have on the incentive structure for 
students. While some countries finance education largely through direct pay- 
ments to educational institutions, without requiring students to pay for tui- 
tion, other countries channel significant resources to institutions through sub- 
sidies to students and their families. These household subsidies are then 
used to cover tuition fees, as well as all or part of their living costs. Across 
countries, many different funding strategies are used, often combined in 
different ways, including: 

- direct payments to institutions to cover the cost of educational provi- 
sion; 

- unconditional payments to all students in the form of grants, which can 
be used to pay tuition and fees or to cover student living costs; 

- payments to selected students, in the form of scholarships, grants, or 
bursaries, awarded on the basis of academic ability; 

- payments to selected students, in the form of means-tested grants or 
scholarships, awarded on the grounds of financial need; 

- repayable loans, provided to students from public funds on favourable 

terms, or government guarantees and interest subsidies for loans pro- 
vided by the private sector; 79 j 



B3: PUBLIC SUBSIDIES TO HOUSEHOLDS 



Public subsidies to households 
need to be considered jointly 
with the way in which 
educational institutions are 
structured and funded . 



- provision of meals, housing, books, health care or travel at prices 
below market rates, either to educational institutions or to students; 

- tax concessions to students or their families to cover educational costs. 
The data presented in this indicator are still developmental and comparisons 
between countries need to interpreted with great caution. These data can, 
however, provide a broad overview of the various arrangements that exist 
within OECD Member countries for providing financial aid to households for 
education. 

Chart B3.1 shows the percentage of total expenditure on tertiary-level educa- 
tional institutions that is paid by households. Unlike the data presented for 
private sources in Table B2.3, the data presented here are after transfers (i.e. 
they include public subsidies to households) and focus on household expen- 
diture, as opposed to other private expenditure (e.g. from business enter- 
prises). The data presented in this chart give some indication of the degree to 
which tertiary institutions are funded through tuition and other fees paid by 
households. 

For example, at the tertiary level in the United States there are both public 
and private institutions. Both types of institution typically charge tuition and 
fees (public fees being typically lower than private), which are paid by house- 
holds. In 1994, 39 per cent of total expenditure in US tertiary educational 
institutions was funded by households (See Chart B3.1). Japan and Korea fund 
an even larger share of expenditure by educational institutions through 
charges to households (51 and 62 per cent, respectively). As a result, public 
financial aid to students in these countries, whether in the form of loans or 



♦ Chart B3. 1 . Percentage of total expenditure on tertiary-level educational institutions 
from both public and private sources that is paid by households ( 1 994 ) 

% % 

100 '00 



80 



80 




1 80 



Note: Household expenditures are “after transfers", that is, they include public subsidies to households.These data also 

differ from those presented in Table B2.3 in that other private expenditure (e g , from business enterprises) is 
excluded from this chart. 

Source: OECD. 



B3: PUBLIC SUBSIDIES TO HOUSEHOLDS 



A special survey provides 
preliminary data on the scope 
and significance of the various 
subsidy categories. 



Countries use different mixes of 
grants and loans to subsidise 
students’ educational costs. 



grants, is particularly important for paying for tuition and fees. The percentage 
of total expenditure by educational institutions that is funded by households 
is between 20 and 30 per cent in Australia, Ireland and the United Kingdom 
and between 10 and 20 per cent in Canada, France, Hungary, Italy, Mexico, 
the Netherlands, Spain and Turkey. In Denmark, Portugal and Sweden there 
are no reported household payments for educational services at the tertiary 
level and the percentage for Iceland is small (7 per cent). Public subsidies to 
households in the latter countries are primarily for funding student living 
expenses. 

While some argue that tuition fees impose a potential barrier to student 
participation and equity, there is little comparative evidence of the effects of 
tuition fees on the patterns of participation. In fact, those countries which 
charge tuition fees generally show much higher rates of participation than 
countries with mainly public sources of funds (see Indicator C5). 

An additional complicating factor is that educational institutions can also 
provide auxiliary services such as housing and meals. In some countries these 
services are primarily funded by the government, while in other countries 
they are paid for through fees and other charges to households. To the extent 
that these services are funded by direct government transfers to institutions, 
the living expenses of students will be reduced, as will the need for public 
subsidies to households. 

To gain a better understanding of the importance of public subsidies to 
households a special survey was conducted. The response of 20 OECD coun- 
tries allows for an interesting insight into the application of public subsidies 
as an instrument to enhance educational participation. Although the results of 
this survey should be regarded as experimental, its outcomes, if cautiously 
interpreted, can convey valuable impressions of the similarities and 
differences between countries. 

In all countries, public subsidies to households are focused on students who 
attend either upper secondary or tertiary education, with the vast majority of 
funds in most countries targeted at the tertiary level. Only in Sweden and 
Switzerland are public subsidies for households greater at the upper secon- 
dary than at the tertiary level (see Table B3.2). Data on public subsidies to 
households for the lower levels of education are therefore not shown in this 
indicator. 



Mechanisms for providing pubiic subsidies to households 

A central question in many countries is whether financial subsidies for house- 
holds should primarily be provided in the form of grants or loans (see Tables 
B3.1a and B3.1b). Governments choose to subsidise students' educational 
costs through different mixes of grants and loans for several reasons: 
differences in the costs of grants versus loans over the short term and the 
long term; the relative equity of different forms of student subsidy; and the 
effects of different forms of subsidy on student persistence and completion. 
Advocates of student loans argue that loans impose less of a burden on the 
pubic budget than grants and scholarships. They also argue that money spent 
on loans goes farther, that is, if the amount spent on grants were instead used 
to guarantee or subsidise loans, more total aid would be available to students 
and overall access would be increased. Loans also shift some of the cost of 
education to those who benefit most from the educational investment - which 
involves less transfer of income from less wealthy taxpayers to students who 
will, on average, have higher incomes. Opponents of loans argue that student 
loans will be less effective than grants in encouraging low-income students to 
pursue their education. SI [ 



B3: PUBLIC SUBSIDIES TO HOUSEHOLDS 



Loans can be an important 
component of financial aid to 
students . 



Family and child allowances 
contingent on student status, 
tax reductions and living 
allowances are other important 
forms of subsidy. 



Most countries provide both scholarships/grants and loans to students. While 
at the upper secondary level student loans play only a very minor role, at the 
tertiary level the relative weight of grants and scholarships on the one hand, 
and student loans on the other, varies considerably between countries (see 
Table B3.1b). 

In some countries, student loans are an important component of financial aid 
to students, provided along with, as part of, or instead of grants. The majority 
of such student loan programmes provide long-term low-interest loans for 
students to enable them to cover tuition fees and/or living expenses. Loans 
are typically provided from public funds, although it is also common for 
governments to guarantee the repayment of loans to students made by 
private lenders. In Canada, for example, the student loan application pro- 
gramme is government- run and the government provides loan guarantees. 
Once the loan eligibility and amount are established, however, the actual 
lending and repayment become a private matter between the applicant and 
their preferred bank. 

The optimal mix of grants and loans continues to be a point of debate in 
many countries. At the tertiary level of education, Austria, the Flemish Com- 
munity of Belgium, the Czech Republic, France, Ireland and Spain provide 
student aid largely in the form of grants. The proportion of loan-related public 
subsidies ranges from below 10 per cent (Canada, France, Greece and 
Switzerland) to a loan-share of above 60 per cent (Mexico, New Zealand, 
Norway and Sweden) (see Table B3.1b). 

Family and child allowances that are contingent on student status, tax reduc- 
tions and subsidies specifically for housing, meals, transport, medical 
expenses, books and supplies, etc., are other important forms of public 
subsidies. In the Czech Republic and France tax reductions and special subsi- 
dies account for over half of the amount of public subsidies to households. 
For example, at the tertiary level in France, scholarships and loans add 
approximately 1 .5 per cent to total public expenditure for education, while tax 
reductions and other specific subsidies for tertiary students add 2.2 and 
2.6 per cent, respectively (see Table B3.2). These forms of subsidy also 
represent a sizeable element in Australia, Germany and Sweden. 



| 82 



Countries apply different 
criteria for the eligibility of 
students for public subsidies . 



1m some loan schemes the level 
of repayment is contingent on 
the later income of the 
beneficiaries. 



Criteria for receiving public subsidies 

Another aspect in which countries differ pertains to the criteria by which 
students become eligible for public subsidies (see Table B3.3). In many 
countries, eligibility for public subsidies is restricted. 

In a majority of the countries included in this indicator, both the receipt of 
subsidies and the amount awarded are contingent on the student’s family 
income. The level of restriction has a large effect on the proportion of stu- 
dents eligible. Countries roughly fall into three groups: the United Kingdom 
and the United States with eligibility rates of nearly 70 per cent form one 
group, another group includes a number of Western European countries 
whose rates reach from about 15 per cent (Switzerland) and 20 per cent 
(France) to some 25 per cent (Germany and Ireland), and a third group with 
below 10 per cent rates includes several Southern European countries. 

Some countries have introduced loan schemes in which the level of repay- 
ment is contingent on the later income of the beneficiaries. In these loan 
systems, students pay a fixed proportion of their income each year after 
graduation until their dept is repaid. For example, the Higher Education 
Contribution Scheme (HECS), introduced in Australia in 1989, obliges every 
student to repay about one-fourth of the average cost of instruction for each 
year of study leading to the first university-level degree. These payments can 
either be made up-front for a discount or, more typically, once the student’s 
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B3; PUBLIC SUBSIDIES TO HOUSEHOLDS 



Evidence of progress in studies 
is another important criterion 
for eligibility in many 
countries . 



earnings exceed a specified amount. In this scheme, the real interest rate on 
deferred repayments is zero (OECD Economic Surveys: Australia 1997). This form 
of repayment structure allows students more flexibility for repaying their debt 
upon graduation; students who take lower-paid jobs will make lower loan 
repayments, but they will be making payments for a longer period of time. 

The majority of countries reporting data on public subsidies require that at 
least a portion of these subsidies be paid back. The loan-related proportions 
of these transfers ranges from 3 per cent in Canada to some 70 per cent in 
Norway and Sweden. 

Evidence of progress in studies, especially at the tertiary level of education, 
is a condition for obtaining scholarships/grants and loans in the majority of 
the OECD countries (see Table B3.3). For example, Denmark has encouraged 
students to progress more rapidly through its “taximeter” funding mecha- 
nism. Two features of the “taximeter" provide added incentive for progress 
towards a degree: eligibility for payments to students for living expenses is 
limited to twelve semesters of enrolment and institutions receive appropria- 
tions on the basis of the number of “passes” in examinations. Similar per- 
formance criteria are applied in Finland and Sweden, in which part of the 
public funding provided to institutions is based on the volume of completed 
degrees (especially advanced degrees). 



♦ Chart B3.2. Public subsidies to households for tertiary education as a percentage 
of public expenditure on education (net of subsidies) 

(1994-1995) 



□ Specific subsidies (e.g. housing, meals, transport, medical expenses, books and supplies, etc.) 



CD Tax reductions CD Family and child allowances contingent on student status 

% □ Scholarships/grants and loan-related subsidies % 

10 10 




No data available on loans for the United States, and on family and child allowances contingent on student status for 
France. 



B3: PUBLIC SUBSIDIES TO HOUSEHOLDS 



l n most countries the use made 
of public payments to 
households for education is 
determined by the beneficiaries. 



In Germany also, the number of semesters for which public subsidies are 
available is limited to 8-10 semesters in universities and 6-8 semesters in 
Fachhochschulen. 

There remain a number of countries (Australia, the Czech Republic, the 
United Kingdom and the United States - and with regard to certain areas also 
France and Switzerland) that do not link public subsidies to student progress. 

In most countries the bulk of public payments to households for education 
are not earmarked, that is, their use is determined by the direct beneficiaries, 
the students and their families. In some countries, however, public subsidies 
are earmarked for payments to educational institutions. Ireland, Spain and 
the United Kingdom, for example, earmark public subsidies for tuition. In the 
Netherlands, Norway and Spain certain proportions of scholarships/grants 
provided for general purposes are used for the payment of tuition fees. Some 
countries also earmark other types of subsidies. Mexico’s scholarship/grant 
system includes, for example, special payments (partly) to cover the costs of 
housing, meals etc. In countries where tuition costs are relatively high (e.g. the 
United States), a large proportion of the public subsidy to households is 
effectively earmarked for payments to educational institutions, even without 
an official policy. 

Another form of public subsidies is family and child allowances contingent on 
student status. At the upper secondary level, these allowances would add 
2 per cent or more to total public expenditure on education in the Czech 
Republic and Sweden (see Table B3.2). A further transfer channel, namely via 
tax incentives, is used by other countries, of which four are able to report such 
data. 
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The size of subsidies as a 
proportion of G DP varies 
widely between countries. 



Governments which spend 
much on educational 
institutions also provide high 
levels of subsidies. 



Relative size of public subsidies to households for education 

For nine out of the 20 countries reporting data on public subsidies to house- 
holds, the coverage of the data is sufficiently comprehensive to allow compar- 
isons of the relative size of these subsidies (see Chart B3.2) . When the size of 
all public subsidies to households (including scholarships/grants, loans, fam- 
ily allowances, tax reductions and other specific subsidies) for all levels of 
education are compared with total public expenditure on education (net of 
subsidies), wide differences between countries become visible. There is a 
wide gap between Mexico and the United States (with public subsidies 
equivalent to I per cent or less of public expenditure) and Australia, 
Denmark, France and Sweden (with subsidies equivalent to over 6 per cent of 
total public expenditure). The Czech Republic, Germany and Spain fall 
between the two groups. 

It is important to remember, as noted above, that public subsidies to house- 
holds need to be considered jointly with the way in which educational institu- 
tions are structured and funded. Although more information is needed con- 
cerning the degree to which similar services are provided by educational 
institutions (e.g. room and board) and/or funded through direct public subsi- 
dies to educational institutions, some tentative conclusions can be drawn. 

Generally, those countries with relatively high levels of direct public expendi- 
ture on educational institutions also provide relatively large amounts of pub- 
lic subsidies to households for education. 

The size of the resources that are invested in education needs, of course, to 
be seen in the context of the number of persons who participate in education 
and, as far as public subsidies to households are concerned, in the context of 
the beneficiaries of these subsidies. Dividing the total amount of public 
subsidies to households by the number of students enrolled reveals consid- 
erable variation between countries, ranging from an annual equivalent 
US$155 per tertiary student in Mexico to some US$2 800 in Denmark and 
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♦ Chart B3.3. Average annual household subsidies per student at the tertiary level 

(1994-1995) 
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* Values for certain sub-categories of specific subsidies missing. 
Subsidies to cover interest on private loans are included. 
Source: OECD. 



US$6 300 in Sweden (See Chart B3.3). At the upper secondary level the 
amounts per student are much lower, though not negligible in most countries 
(see Table B3.1a). A few countries report considerable amounts for subsidies 
even for pupils at lower secondary and pre-primary/primary levels of educa- 
tion. Because of coverage problems in the data it should be noted that the 
actual amounts transferred to households are likely to be higher - and in 
countries with low eligibility rates for certain subsidy categories, much higher. 

The incentive for individuals to participate in education can also be increased 
through the provision of tax incentives and family and child allowances for 
students. In countries that arrange substantial proportions of their transfers to 
households in ways other than through scholarships/grants and loans - such 
as the Czech Republic, France and Germany - the full measure of their 
support is not as visible as in countries that mainly rely on direct financial 
subsidies to students, such as Denmark, the Netherlands, Spain, Sweden and 
the United Kingdom. 



Definitions 



Data are based on a special 
survey carried out among 
OECD M ember countries 
in 1997. 



In this survey, countries provided, for each level of education, information on 
public educational subsidies to households in 1993, 1994 or 1995. The follow- 
ing categories of public subsidies were included: i) scholarships/grants (with a 
distinction between public subsidies for household payments to educational 
institutions and those for general purposes); //) loan-related subsidies (with a 
distinction between student loans and interest-related subsidies for private 
loans); Hi) family or child allowances contingent on pupil/student status; iV) tax I 
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♦ Chart B3.4. Distribution of public subsidies to households by type of subsidy 
for upper secondary and tertiary education (1994-1995) 

I | Specific subsidies □ Family and child allowances contingent on student status 

( I Tax reductions □ Loan-related subsidies Bi Scholars hips/grants 



% % 




% % 




* Including family and child allowances as well as specific subsidies. 
** Including ban-related subsidies. 

Countries ore ranked in ascending order of total subsidies. 
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reductions and v) public subsidies specifically for housing, meals, transport, 
medical expenses, books and supplies, social, recreational and other pur- 
poses. The indicative nature of the data should be emphasised. The survey 
also collected descriptive information on the types of funding systems in the 
different countries. 

Public subsidies reported in this indicator have been included in Indicator Bl 
only to the extent that they are destined for educational institutions. Values 
in Indicator Bl are therefore usually smaller than in this indicator. 

Subsidies include the value of special subsidies provided to students, either 
in cash or in kind. Expenditure on student loans has been reported on a gross 
basis - that is, without subtracting or netting out repayments or interest 
payments from the borrowers (students or households). The reason is that the 
gross amount of loans including scholarships and grants, is the relevant varia- 
ble for measuring financial aid to current participants in education. Although 
interest payments and repayments by the borrowers would have to be taken 
into account to assess the net cost of student loans to public and private 
lenders, such payments are not usually made by current students but rather 
by former students. (In most countries, moreover, loan repayments do not 
flow to the education authorities, and thus the money is not available to them 
to cover other educational expenditure.) 
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Table B3.1a Average annual public subsidies to households for education as a percentage of GDP and per student enrolled 
(US dollars converted using PPPs) by subsidy category (1994-1995), upper secondary education 
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Table B3.1b Average annual public subsidies to households for education as a percentage of GDP and per student enrolled 
(US dollars converted using PPPs) by subsidy category (1994-1995), tertiary education 
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upper secondary and tertiary education 
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Table B3.3 Background information on eligibility requirements for scholarships and grants (1994-1995) 
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B4: EDUCATIONAL EXPENDITURE PER STUDENT 



Indicator B4: Educational expenditure per student 



This indicator shows annual 
expenditure per student in 
absolute terms (in equivalent 
US dollars) as well as the 
cumulative expenditure over the 
average duration of tertiary 
studies. 



It also compares per-student 
expenditure in relative terms - 
with per capita GDP, as a 
broad measure of a country's 
standard of living, taken as the 
basis for comparisons . 



Policy context 

Effective schools require the right combination of talented personnel, ade- 
quate facilities, state-of-the-art equipment, and motivated students ready to 
learn. Across OECD countries, the demand for high-quality education is bal- 
anced against the need to avoid undue burden on taxpayers. As a result, the 
question of whether the resources devoted to education are yielding ade- 
quate value for the cost figures prominently in public debate. Even small 
gains in efficiency, on the order of 1 or 2 per cent, could release prodigious 
resources that could be used to reduce educational costs or to increase 
access. 

Policy-makers must balance the need to improve the quality of educational 
services with the need to expand access to educational opportunities. They 
must also decide how to allocate funding over the different levels of educa- 
tion - including continuing education and training - and over different types 
of educational programmes. For example, some countries emphasise broad 
access to higher education while others invest in near-universal education for 
children as young as two or three. 

While the optimal level of resources that will prepare each student for life and 
work in the modern economy is not known, international comparisons of per- 
student investment in education can provide a starting point for evaluating 
the effectiveness of different models of educational provision. 



Evidence and explanations 

Expenditure per student in equivalent US dollars 



As a whole, OECD countries 
spend about US$4 880 per 
student each year - 
US$3 310 per primary 
student, US$4 670 per 
secondary student and 
US$9 820 per tertiary 
student... 

... but these averages mask a 
broad range of expenditure per 
student across countries. 
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OECD countries as a whole spend about US$4 880 per student each year (all 
levels of education combined). US$3 310 are spent per student at the primary 
level, US$4 670 per student at the secondary level and US$9 820 per student 
at the tertiary level. However, these OECD-wide totals are heavily influenced 
by the high expenditure levels in the United States. The levels per student in 
the "typical" OECD country, as represented by the simple mean across all 
countries, are US$3 310 at the primary level, US$4 340 at the secondary level 
and US$7 740 at the tertiary level of education. 

These averages mask a broad range of expenditure per student across coun- 
tries. Even excluding the two countries with the highest and the two with the 
lowest expenditure, the range in expenditure per student is wide: from about 
US$1 700 to US$3 300 at the primary level, from US$1 700 to more than 
US$6 500 at the secondary level, and from less than US$4 100 to more than 
US$12 800 at the tertiary level. 
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♦ Chart B4 I . Annual expenditure per student (US dollars converted using PPPs) 
in public and private institutions by level of education (1994) 
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* Public institutions. 

** Public and government-dependent private institutions. 

Countries and ranked in descending order of expenditure per student at the primary level of education. 
Source: OECD. 
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B4 : EDUCATIONAL EXPENDITURE PER STUDENT 



There is a common pattern : 
expenditure per student rises 
sharply with the level of 
education and is dominated by 
personnel costs . 



The labour intensiveness of 
education accounts for the 
predominance of teachers' 
salaries in overall costs. 

Technology may allow some 
savings to be made. 



Institutional arrangements 
often lag behind changes in 
demographic conditions. 



Lower unit expenditure cannot 
simply be equated with lower 
quality of educational services. 
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Of the 22 countries for which data on expenditure per primary student are 
available, five spend about US$1 900 or less per primary student (the Czech 
Republic, Hungary, Korea, Mexico and Turkey) and six countries spend more 
than US$4 400 (Austria, Denmark, Italy, Sweden, Switzerland and the 
United States). 

At the secondary level, Greece, Hungary, Mexico and Turkey spend less than 
US$2 000 per student, whereas Austria, Belgium, Denmark, France, Germany, 
Sweden, Switzerland and the United States spend between US$5 400 and 
about US$7 300 per secondary student (see Table B4.1). 

At the tertiary level, expenditure per student varies by almost a factor of six, 
with Greece and Switzerland constituting the extremes among the 24 coun- 
tries for which such data are available (see Table B4.I). While Greece, Korea, 
Spain and Turkey report per-student expenditure of less than US$4 600, 
Canada, Sweden, Switzerland and the United States report expenditure 
between US$1 1 000 and almost US$16 000 per year. 

To interpret the figures on early childhood education spending per student, 
one must consider the differences between the Nordic countries and most 
others. Early childhood institutions in the Nordic countries often provide 
extended day and evening care for young children, the costs of which are 
included in the spending per student reported for Finland and Norway. 

Expenditure per student exhibits a common pattern throughout the OECD: in 
each country it rises sharply with the level of education and it is dominated 
by personnel costs (see Indicator B5). This pattern can be understood by 
looking at the main determinants of expenditure, particularly the place and 
mode of educational provision. The vast majority of education still takes 
place in traditional school and university settings with - despite some 
differences - similar organisation, curriculum, teaching style and manage- 
ment. These commonalties are likely to lead to similar patterns of unit expen- 
diture. 

The labour intensiveness of the traditional education model accounts for the 
predominance of teachers' salaries in overall costs. Differences in student/ 
teaching staff ratios (see Indicator B8), staffing patterns, teachers' salaries 
(see Indicator Dl), teaching materials and facilities influence cost differences 
between levels of education, types of programmes and types of schools. 

Future gains in efficiency may be achieved through the use of new informa- 
tion technologies, both to hold down unit costs and to maintain, if not 
improve, learning outcomes. Unit cost savings may also be available through 
the expansion of distance education, whether making intensive use of tech- 
nology or not. 

Institutional arrangements often adapt to changing demographic conditions 
only after a considerable time lag. They can also influence unit expenditure. 
For example, a declining number of students at the primary level may lead to 
higher unit costs at that level if levels of staffing are not reduced and/or 
schools closed in proportion. Conversely, in times of enrolment increases, 
class sizes may increase, teachers may teach outside their field of specialisa- 
tion, etc. 

In addition, differences in national price levels for educational services, in so 
far as they deviate from overall price levels accounted for in the purchasing 
power parities, have an impact on the differences in unit expenditure 
between countries. 

It would be misleading to equate lower unit expenditure generally with a 
lower quality of educational services. The Czech Republic, the Netherlands, 
Japan and Korea, for example, which report comparatively moderate expendi- 
ture per student, are the countries with the highest level of performance by 
students in mathematics (see Indicator FI). 
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♦ Chart B4.2 Annual educational expenditure per student in relation to GDP per capita , by level of education (1994) 
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B4: EDUCATIONAL EXPENDITURE PER STUDENT 



Educational expenditure per student in relation to national GDP levels 



“ Poorer ” countries tend to 
spend relatively less per 
student... 



... but there are many 
exceptions. 



Measuring spending per student relative to GDP per capita takes into account 
the number of students that a country is trying to educate, as well as its 
relative wealth. The measure can be roughly interpreted as the quantity of 
resources devoted to each student in a country, relative to that country’s 
relative wealth. As education is universal at lower levels, spending per stu- 
dent relative to GDP per capita can be interpreted as the resources spent on 
young people relative to a country’s ability to pay. For higher levels of 
education, this measure is affected by a combination of wealth, spending and 
enrolment rates. At the tertiary level, for example, countries can be relatively 
high on this measure if a relatively large portion of their wealth is spent on 
educating a relatively small number of students. 

For the OECD as a whole, expenditure per student averages 18 per cent of 
GDP per capita at the primary level, 25 per cent at the secondary level and 
50 per cent at the tertiary level. 

There is a clear positive relationship between spending per student and per 
capita GDP (see Chart B4.2), showing that “poorer” countries tend to spend 
relatively less per student than “richer” countries as measured by per capita 
GDP. The correlation between these two measures is 0.82 at the primary 
level, 0.74 at the secondary level and still 0.70 at the tertiary level of educa- 
tion. Taking all levels of education together, the correlation increases to 0.92. 

Although the relationship between spending per student and GDP per capita 
is generally positive (see Chart B4.2) there is considerable variation in per- 
student spending among both richer and poorer countries. For example, 
among the poorest OECD countries, Turkey spends a relatively small amount 
of per capita GDP to educate the average primary student (13 per cent), while 
Hungary spends twice as much (27 per cent). Among the wealthiest OECD 
countries, Switzerland spends 25 per cent of per capita GDP to educate the 
average primary student, while the United States spends slightly less (21 per 
cent). On this measure, two countries with vastly different levels of per capita 
wealth (Hungary and Switzerland) spend similar portions of that wealth to 
educate the typical primary student. At the primary level, spending on this 
measure is 7 per cent or more above the country mean of 20 per cent in three 
countries (Austria, Hungary and Sweden) and 7 per cent or below the country 
mean in three other countries (Ireland, Mexico and Turkey). 



The range in variation is The range in spending across countries on this measure is much wider at the 

largest at the tertiary level. tertiary level than at the primary level. For example, three countries 

(Hungary, Mexico and Sweden) have expenditure per student relative to GDP 
per capita 24 percentage points or more above the country mean of 49 per 
cent, while two countries (Greece and Italy) spend 23 percentage points or 
more below the country mean. 



Differentials in educational expenditure per student across 
levels of education 
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Not only does expenditure per 
student differ between countries 
in absolute terms , but relative 
spending per student across 
levels of education also varies 
markedly. 



Cross-country comparisons of the distribution of expenditure across levels of 
education are an indication of the relative emphasis placed on education at 
different levels in a country, as well as the relative costs of providing educa- 
tion at those levels. Chart B4.3 presents expenditure per student at the pre- 
primary, secondary and tertiary levels of education relative to expenditure 
per student at the primary level of education. Although in almost all countries 
expenditure per student rises with the level of education, the relative size of 
the differences varies markedly across countries. 
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B4: EDUCATIONAL EXPENDITURE PER STUDENT 



♦ Chart B4.3. Ratio of educational expenditure per student at various levels of education to educational expenditure 

per student at the primary level (times 100) (1994) 
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How to read this chart: for example, the ratio of 548 for tertiary education in Mexico means that expenditure per student at the tertiary level is 5.5 times the expenditure 
per student at the primary level. The ratio of 23 for early childhood education in Turkey means that the expenditure per student at the early childhood level is 77 per 
cent less than at the primary level, i.e, one quarter of the expenditure at the primary level. 

* Public institutions. 

** Public and government-dependent private institutions. 

Countries ore ranked in descending order of expenditure per student in tertiary education relative to educational expenditure per student at primary level. 

Source: OECD. 



At the secondary level, expenditure per student is, on average, 1.37 times 
higher than expenditure per student at the primary level, although the varia- 
tion here ranges from 0.72 times the expenditure per primary student in 
Turkey to more than 1 .75 times in France, Germany and Mexico. Nearly three- 
quarters of the countries have expenditure per secondary student which is 
between 1.05 and 1.70 times the expenditure per student at the primary 
level. 



The most significant While, on average, OECD countries spent 2.6 times more per student at the 
differentials occur at the tertiary level than at the primary level, spending patterns vary widely 

tertiary level. between countries. For example, whereas Italy only spends 1.1 times more for 

a tertiary student than for a primary student, Mexico and Turkey spend 
between 4.9 and 5.5 times more for a tertiary student than for a primary 
student. These differentials may even underestimate real cost differences, as 
in some countries funding provided for tertiary education by private sources 
has not been adequately taken into account. 
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B4: EDUCATIONAL EXPENDITURE PER STUDENT 



♦ Chart B4.4. Average duration and cumulative expenditure per student for tertiary education (1994) 
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The height of the bar indicates the average duration of studies.The width of the bar indicates the average expenditure per student and year The area of the bar represents 
the cumulative expenditure per student over the average duration of studies. 

Countries ore ranked in each chan in descending order of cumulative expenditure per student at the corresponding level. 

| 9 8 Source: OECD. 




B4: EDUCATIONAL EXPENDITURE PER STUDENT 



Annual expenditure per student 
reflects the costs incurred 
during tertiary studies to 
varying degrees. 

Students can choose from a 
range of institutions and 
enrolment options. 



Part-time attendance may 
explain some of the differences 
between countries. 



Low annual expenditure may 
translate into high overall costs 
of tertiary education if the 
duration of tertiary studies is 
long. 



O 




Educational expenditure per student over the average duration of tertiary 
studies 

As both the typical duration and the typical intensity of tertiary study vary 
between countries (see Indicator G2), cross-country variation in annual 
expenditure per student on educational services shown in Tables B4.1 and 
B4.2 does not accurately reflect the variability in the total cost of educating 
the typical student at the tertiary level. 

Today, students can choose from a range of types of institutions and enrol- 
ment options to find the best fit between their degree objectives, abilities, 
personal interests and social and economic circumstances. Many students 
attend part-time, work while enrolled, attend sporadically and attend more 
than one institution before graduating. These varying enrolment patterns can 
affect the interpretability of expenditure per student. 

The ranking of countries by annual expenditure per student on educational 
services is strongly affected by differences in how countries define full-time, 
part-time and full-time-equivalent enrolment. Some countries count every 
participant at the tertiary level as a full-time student while others determine a 
student’s intensity of participation by the credits he or she obtains for suc- 
cessful completion of specific course units during a specified reference 
period. Countries that can accurately account for part-time enrolment will 
have higher expenditure per full-time equivalent student than countries that 
cannot differentiate between different modes of student attendance. 

Similarly, comparatively low annual expenditure per student may result in 
comparatively high overall costs of tertiary education if the typical duration of 
tertiary studies is relatively long. Chart B4.4 shows the average expenditure 
that is incurred per student throughout the course of tertiary studies for 
15 countries. The figures account for all students for whom expenditure is 
incurred, including those who do not finish their studies. Although the calcu- 
lations are based on a number of simplifying assumptions and therefore need 
to be treated with some caution (see Annex 3), significant shifts in the rank 
order of countries across the annual and the aggregate expenditure measures 
can be noted. 

For example, annual spending per university (or equivalent) student in 
Canada is about a third higher than in Germany (US$1 1 700 in Canada against 
US$8 600 in Germany). However, because of differences in the degree struc- 
ture at the tertiary level (see Indicator G2), the average duration of university- 
equivalent studies is more than twice as long in Germany as in Canada 
(6.7 years in Germany which provides only "long university or equivalent 
programmes" compared with 2.5 years in Canada which provides mostly 
"short" university-equivalent programmes). As a consequence of this, the 
aggregate expenditure for each university-equivalent student is almost twice 
as high in Germany as in Canada. 

Austria and the Netherlands spend similar amounts per tertiary student each 
year but a duration of tertiary studies of 6.4 years in Austria as against 3.9 
years in the Netherlands means that total spending in Austria is US$55 800 
compared with only US$33 300 in the Netherlands. In Canada, a low duration 
of tertiary studies translates an above-average annual cost into a below- 
average total cost. 
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B4: EDUCATIONAL EXPENDITURE PER STUDENT 



The data include only direct 
public and private expenditure 
on institutions. 



Variation in expenditure does 
not always reflect variation in 
real resources. 



Data refer to the financial year 
1994 and are based on the 
UOE data collection on 
education statistics, 
administered in 1996 (for 
details see Annex 3). 



For the estimation of the 
duration of tertiary education, 
data are based on a special 
survey carried out among 
OECD Member countries 
I00_ i n 1997. 




Important notes on interpretation 

When differences between countries in expenditure per student are inter- 
preted, the following factors should be taken into account: 

- The data used in calculating expenditure per student include only 
direct public and private expenditure on educational institutions. Pub- 
lic subsidies for students’ living expenses have been excluded to 
ensure the international comparability of the data. 

- For some countries, expenditure data for students in private educa- 
tional institutions were not available (indicated by one or two asterisks 
in the table). However, many of the countries that do not have data on 
independent private institutions have a very small number of those 
institutions. In such cases, only the expenditure on public and govern- 
ment-dependent private institutions are accounted for. 

- The variation in expenditure per student does not always reflect varia- 
tion in real resources provided to students ( e.g . variations in student/ 
teaching staff ratios). In some cases, it reflects variation in relative 
prices. For example, a country may appear to spend an above-average 
amount because the salaries of its teachers are high relative to the 
country's general price level. 

Definitions 

Expenditure per student on a particular level of education is calculated by 
dividing the total expenditure at that level by the corresponding full-time 
equivalent enrolment. Only those types of educational institutions and pro- 
grammes are taken into account for which both enrolment and expenditure 
data are available. The enrolment data are adjusted by interpolation so as to 
match either the financial year or the calendar year of each country (for details 
see Annex 3). The result in national currency is then converted into 
equivalent US dollars by dividing by the purchasing power parity (PPP) 
exchange rate between the national currency and the US dollar. The PPP 
exchange rates used pertain to GDP and were derived from the OECD 
National Accounts Database (see Annex 2). The PPP exchange rate gives the 
amount of a national currency that will buy the same basket of goods and 
services in a country as the US dollar will in the United States. The PPP 
exchange rate is used because the market exchange rate is affected by many 
factors (interest rates, trade policies, expectations of economic growth, etc.) 
that have little to do with current, relative domestic purchasing power in 
different countries. 

The country mean is calculated as the simple average over all OECD countries 
for which data are available. The OECD total reflects the value of the indicator 
when the OECD region is considered as a whole (for details see Reader’s 
Guide). 

Expenditure per student relative to GDP per capita is calculated by expres- 
sing expenditure per student in units of national currency as a percentage of 
GDP per capita, also in national currency. In cases where the educational 
expenditure data and the GDP data pertain to different reference periods, 
the expenditure data are adjusted to the same reference period as the GDP 
data, using inflation rates for the country in question (see Annex 2). 

Expected expenditure over the average duration of tertiary studies (see 
table B4.4) is calculated by multiplying current annual expenditure by the 
typical duration of tertiary studies. The methodology used for the estimation 
of the typical duration of tertiary studies is described in Annex 3. 



104 



B4: EDUCATIONAL EXPENDITURE PER STUDENT 



Table B4.1 Expenditure per student (US dollars converted using PPPs) on public and private institutions 

by level of education (1994) 













Tertiary 




Ail levels 




Early childhood 


Primary 


Secondary 


All 


Non- 

university 


University 


of education 
combined 


North America 

Canada 


5 410 


X 


X 


11 300 


10 720 


11 680 


6 640 


Mexico 


1 190 


1 050 


1 960 


5 750 


X 


5 750 


1 560 


United States 


m 


5 300 


6 680 


15 510 


X 


X 


7 790 


Pacific Area 
















Australia 


m 


2 950 


4 760 


9 710 


6 320 


11 030 


4 690 


Japan 


2 450 


4 110 


4 580 


8 880 


5 760 


9 600 


5 070 


Korea 


1 200 


1 890 


2 170 


4 560 


2 830 


5 240 


2 580 


New Zealand 


2 510 


2 570 


4 290 


8 020 


8 200 


7 970 


4 100 


European Union 

Austria* 


5 050 


5 480 


7 100 


8 720 


12 040 


8 530 


6 890 


Belgium** 


2 390 


3 350 


5 780 


6 390 


X 


X 


4 690 


Denmark 


4 420 


4 930 


6 310 


8 500 


X 


X 


6 070 


Finland 


5 680 


3 960 


4 590 


6 080 


X 


X 


4 820 


France 


2 980 


3 280 


5 810 


6 010 


X 


X 


4 700 


Germany* 


4 600 


3 350 


6 160 


8 380 


4 960 


8 560 


5 850 


Greece* * 


X 


X 


1 490 


2 680 


1 870 


3 030 


1 540 


Ireland 


2 080 


2 090 


3 400 


7 600 


X 


X 


3 240 


Italy* 


3 370 


4 430 


5 220 


4 850 


5 350 


4 820 


5 030 


Luxembourg 


m 


m 


m 


m 


m 


m 


m 


Netherlands 


2 840 


3 010 


4 060 


8 540 


a 


8 540 


4 160 


Portugal* 


m 


m 


m 


m 


m 


m 


m 


Spain 


2 490 


2 580 


3 270 


4 030 


X 


X 


3 170 


Sweden 


2 750 


5 030 


5 500 


12 820 


X 


X 


5 680 


United Kingdom** 


5 080 


3 360 


4 430 


7 600 


X 


X 


4 340 


Other OECD countries 
















Czech Republic* 


2 030 


1 810 


2 690 


5 320 


2 630 


5 660 


2 650 


Hungary* 


1 460 


1 680 


1 700 


5 100 


a 


5 100 


1 900 


Iceland 


m 


m 


m 


m 


m 


m 


m 


Norway* 


X 


X 


X 


X 


X 


X 


6 380 


Poland 


m 


m 


m 


m 


m 


m 


m 


Switzerland* 


2 360 


5 860 


7 250 


15 850 


8 850 


18 020 


7 1 10 


Turkey* 


160 


710 


510 


3 460 


X 


X 


880 


Country mean 


2 980 


3 310 


4 340 


7 740 


X 


X 


4 460 


OECD total 


2 590 


3 310 


4 670 


9 820 


X 


X 


4 880 



* Public institutions. 

** Public and government-dependent private institutions. 
Source: OECD Database. See Annex 3 for notes. 
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B4: EDUCATIONAL EXPENDITURE PER STUDENT 



Table B4.2 Expenditure per student relative to GDP per capita on public and private institutions 

by level of education (1994) 













Tertiary 




All levels 




Early childhood 


Primary 


Secondary 


All 


Non- 

university 


University 


of education 
combined 


North America 

Canada 


27 


X 


X 


56 


53 


58 


33 


Mexico 


15 


13 


25 


74 


X 


74 


20 


United States 


m 


21 


26 


61 


X 


X 


31 


Pacific Area 

Australia 


m 


16 


26 


52 


34 


60 


25 


Japan 


12 


19 


22 


42 


27 


45 


24 


Korea 


12 


18 


21 


44 


27 


50 


25 


New Zealand 


16 


16 


27 


50 


51 


50 


26 


European Union 

Austria* 


25 


27 


35 


43 


60 


42 


34 


Belgium** 


12 


16 


28 


31 


X 


X 


23 


Denmark 


22 


24 


31 


42 


X 


X 


30 


Finland 


35 


24 


28 


37 


X 


X 


30 


France 


15 


17 


30 


31 


X 


X 


24 


Germany* 


23 


17 


31 


43 


25 


44 


30 


Greece** 


X 


X 


13 


23 


16 


26 


13 


Ireland 


13 


13 


22 


48 


X 


X 


21 


Italy* 


18 


24 


28 


26 


29 


26 


27 


Luxembourg 


m 


m 


m 


m 


m 


m 


m 


Netherlands 


15 


16 


22 


46 


a 


46 


22 


Portugal* 


m 


m 


m 


m 


m 


m 


m 


Spain 


18 


19 


24 


30 


X 


X 


23 


Sweden 


16 


29 


31 


73 


X 


X 


32 


United Kingdom** 


29 


19 


25 


43 


X 


X 


25 


Other OECD countries 
















Czech Republic* 


23 


20 


30 


60 


30 


64 


30 


Hungary* 


23 


27 


27 


81 


a 


81 


30 


Iceland 


m 


m 


m 


m 


m 


m 


m 


Norway* 


X 


X 


X 


X 


X 


X 


29 


Poland 


m 


m 


m 


m 


m 


m 


m 


Switzerland* 


10 


25 


30 


66 


37 


76 


30 


Turkey* 


3 


13 


10 


66 


X 


X 


17 


Country mean 


18 


20 


26 


49 


X 


X 


26 


OECD total 


17 


18 


25 


50 


X 


X 


26 



* Public institutions. 

** Public and government-dependent private institutions. 
Source: OECD Database. See Annex 3 for notes. 
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B4: EDUCATIONAL EXPENDITURE PER STUDENT 



Table B4.3 Educational expenditure per student by level of education relative to educational expenditure 

per student at the primary level (1994) 





Early childhood 
education 


Primary 

education 


Secondary 

education 


Tertiary 

education 


North America 


Canada 


m 


m 


m 


m 


Mexico 


113 


100 


187 


548 


United States 


m 


100 


126 


293 


Pacific Area 


Australia 


m 


100 


161 


329 


Japan 


60 


100 


112 


216 


Korea 


64 


100 


115 


242 


New Zealand 


98 


100 


167 


312 


European Union 


Austria* 


92 


100 


130 


159 


Belgium** 


71 


100 


173 


191 


Denmark 


90 


100 


128 


172 


Finland 


144 


100 


116 


154 


France 


91 


100 


177 


183 


Germany* 


137 


100 


184 


250 


Greece** 


m 


m 


m 


m 


Ireland 


99 


100 


162 


363 


Italy* 


76 


100 


118 


1 10 


Luxembourg 


m 


m 


m 


m 


Netherlands 


95 


100 


135 


284 


Portugal* 


m 


m 


m 


m 


Spain 


97 


100 


127 


156 


Sweden 


55 


100 


109 


255 


United Kingdom** 


152 


100 


132 


226 


Other OECD countries 


Czech Republic* 


112 


100 


148 


293 


Hungary* 


87 


100 


101 


303 


Iceland 


m 


m 


m 


m 


Norway* 


m 


m 


m 


m 


Poland 


m 


m 


m 


m 


Switzerland* 


40 


100 


124 


270 


Turkey* 


23 


100 


72 


490 


Country mean 


90 


100 


137 


264 


OECD total 


78 


100 


141 


297 



* Public institutions. 

** Public and government-dependent private institutions. 
Source: OECD Database. See Annex 3 for notes. 
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Table B4.4 Expenditure per student over the average duration of tertiary studies (1994) 



3 





Method 




Average duration 
of tertiary studies 
(in years} 




Cumulative expenditure 
per student over the average duration 
of tertiary studies 






All 


Non- 

university 


University 


All 


Non- 

university 


University 


North America 
















Canada 


CM 


1.9 


1.4 


2.5 


21 260 


14 850 


29 340 


Mexico 


AF 


3.4 


X 


3.4 


19 680 


X 


19 670 


Pacific Area 

Australia 


CM 


m 


m 


2.6 


m 


m 


28 680 


Korea 


CM 


3.4 


2.1 


4.2 


15 640 


5 860 


22 1 10 


European Union 

Austria 


AF 


6.4 


2.3 


7.4 


55 800 


27 990 


63 550 


Denmark 


AF 


4.2 


2.1 


4.4 


35 610 


X 


X 


France 


AF 


4.7 


2.8 


5.3 


28 130 


X 


X 


Germany 


CM 


5.5 


2.2 


6.7 


46 170 


10 990 


57 330 


Greece 


CM 


6.1 


5.0 


6.9 


16 270 


9 400 


20 870 


Ireland 


CM 


2.6 


2.0 


3.0 


19 560 


X 


X 


Italy 


CM 


4.2 


1.1 


4.9 


20 150 


5 930 


23 770 


Netherlands 


CM 


3.9 


a 


3.9 


33 290 


a 


33 290 


Spain 


AF 


4.6 


1.5 


4.7 


18 310 


X 


X 


United Kingdom 


CM 


3.4 


1.8 


3.5 


25 840 


X 


X 


Other OECD countries 

Hungary 


CM 


3.9 


a 


3.9 


19 830 


a 


19 830 


Norway 


AF 


3.3 


2.5 


4.0 


m 


m 


m 


Switzerland 


CM 


3.6 


2.2 


5.5 


57 460 


19 340 


98 290 


Country mean 




4.1 


1.9 


4.5 


28 870 


X 


X 


OECD total 




4.2 


1.8 


4.4 


26 120 


X 


X 


Other non-OECD countries 
















Russian Federation 


CM 


4.9 


6.9 


4.2 


m 


m 


m 



Either the Chain Method (CM} or an Approximation Formula (AF) was used to estimate the duration of tertiary studies. 
See Annex 3 for explanations. 

Source: OECD Database. See Annex 3 for notes. 
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Indicator B5: 



Tfi/s indicator compares 
countries with respect to the 
division of spending between 
current and capital outlays and 
the distribution of current 
expenditure by resource 
category. 



At the combined primary and 
secondary level, current 
expenditure accounts, on 
average, for 93 per cent of 
total outlays on educational 
institutions. 



O 




BS: EDUCATIONAL EXPENDITURE BY RESOURCE CATEGORY 



Educational expenditure by resource category 

Policy context 



How educational funding is spent can have an important impact on educa- 
tional outcomes. How spending is allocated between different functional 
categories can affect the quality of instruction (e.g. through teachers’ salaries), 
the condition of educational facilities (e.g. expenditure on school mainte- 
nance) and the ability of the education system to adjust to changing demo- 
graphic and enrolment trends (e.g. construction of new schools). Since it is not 
obvious how resources should be allocated to best effect between functional 
categories, comparisons of how different countries do distribute educational 
expenditure between them can provide some insight into variations in the 
organisation and operation of educational institutions. Allocation decisions 
made at the system level, both budgetary and structural, eventually feed 
through to the classroom and affect the nature of instruction and the condi- 
tions under which it is provided. 

Educational expenditure can first be divided into current and capital expen- 
diture. Current expenditure includes financial outlays for school resources 
used each year for the operation of schools. Current expenditure can be 
further subdivided into three broad functional categories: compensation of 
teachers, compensation of other staff and current expenditure other than on 
compensation of personnel (e.g. teaching materials and supplies, mainte- 
nance of school buildings, preparation of student meals, rent of school facili- 
ties). Capital expenditure includes outlays for assets that last longer than one 
year and includes spending on the construction, renovation and major repair 
of buildings. The amount allocated to each of these functional categories will 
depend in part on current and projected changes in enrolment, in the salary 
levels of educational personnel and in costs for the maintenance and con- 
struction of educational facilities. 



Evidence and explanations 

Education takes place mostly in school and university settings. The labour- 
intensive technology of education explains the large proportion of current 
spending in total educational expenditure. At the combined primary and 
secondary levels of education, current expenditure accounts, on average, for 
93 per cent of total outlays. In terms of expenditure per student, this amounts 
to an average of US$3 571, converted using purchasing power parity indices. 

Nevertheless, there is still wide variation between countries with respect to 
the relative split between current and capital spending: at the primary-secon- 
dary level, the capital proportion ranges from less than 5 percent in Belgium, 

Canada, Ireland, Italy, Mexico, the Netherlands and the United Kingdom to 
more than 10 per cent in Greece, Japan, Korea and Switzerland (see 
Chart B5. 1). J05 J 




